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ABSTRACT 

This thesis develops and tests frameworks for understanding firm 
performance in small firms that operate in turbulent environments. 
Performance is conceptualized as multidimensional, taking into account 
both financial (e.g., profitability) and market performance (e.g., 
customer satisfaction) as well as status of the firm (survivor, reorganized 
or bankrupt). The thesis contains three major analyses. The first analysis 
seeks to delineate the importance of CEO personality (Self-Efficacy, 
Tolerance for Ambiguity and Need for Cognition) in relation to firm 
orientation (Market vs. Internal and Planning vs. Implementation). The 
empirical results show that CEO personality tended to have considerable 
impact on performance. Especially, tolerance for ambiguity tended to be 
influential. Firm orientation showed no significant relationship towards 
performance. In the second analysis, using the same empirical material, 
strategic competence (defined as ability to perform Porter's strategies) 
was included in the framework. Surprisingly, the direct effect of strategic 
competence was virtually zero. However, used as a moderating variable, 
strategic competence tended to untangle some relationships between firm 
orientation, CEO personality and firm performance. For instance, CEO 
personality tended to be more influential the less strategic competence the 
firm had. Strategic competence level also influenced which firm 
orientation tended to be associated with success. Another important 
finding was that market and financial performance did not always portray 
the same results, in fact they were sometimes diametrically different. In 
the third analysis we studied some factors and their association to 
performance breakdown (i.e., final bankruptcy or reorganization) and 
performance quality (i.e. better financial and market performance among 
survivors). Except for the variables used in the second analysis, we also 
included CEO background (age, tenure in firm and tenure as CEO) and 
firm structure & environment (location, ownership and business 
segment). The empirical results indicate that some factors (ownership, 
age and tenure in firm) had different associations to performance 
breakdown and performance quality. Both regarding performance 
breakdown and performance quality, CEO personality proved to be most 
important. However, while self-efficacy was the most important factor 
when performance breakdown was studied, tolerance for ambiguity was 
most important when performance quality was at study. The results also 
provide some evidence for the contention that performance breakdown 
cannot be seen as the final step on the performance ladder. Finally, the 
overall result of this study indicates that the CEO tends to be influential in 
achieving better performance for small firms in turbulent environments. 

Keywords: CEO personality, CEO background, firm orientation, 
strategic competence, turbulent environment, decline, bankruptcy, 
reorganization, financial performance, market performance, small firms 
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PART I: INTRODUCTION AND GENERAL 
THEORETICAL FRAMEWORK 

1 	INTRODUCTION 

1.1 	Performance for Smaller Companies 

Why do some firms' succeed while others fail? This question has eluded 
researchers and practitioners ever since competitive organizations first 
were established. While practically all companies are equal, inasmuch as 
they strive for survival and prosperity, the outcome of their effort is not 
equal. Some firms make handsome profits and grow; others lose money 
and gradually decline, or even become bankrupt. So, even though all 
firms tend to work towards the same basic goal, namely survival, they do 
differ. We know that in these differences lie the answer to the above 
question. Unfortunately, firms differ in many aspects. Size, line of 
business, chosen market, internal organization and leadership are some 
factors that may differ. Actually firms may be different in practically all 
possible aspects. Thus, the problem and challenge for the researcher is to 
identify which of these differences are important. 

The present study has a contingency perspective (e.g., Woodward, 1965; 
Burns & Stalker, 1961; Lawrence &  Lorsch,  1967; and Thompson, 
1967). By that we infer that the characteristics for success and failure 
depend on the situation. By situation we mean both external factors, such 
as competition and economic growth in the society, as well as internal 
factors, such as strategy and how the firm is organized. There is no 
universal best way to shape a company, but it depends on the situation. 

In order to categorize a firm as a success or a failure we need a yardstick 
to evaluate them. Performance is such a yardstick. However, 
performance is not unequivocal; rather performance can be defined in 
several different ways leading to completely different conclusions 
regarding the examined organization. A firm may perform well in terms 
of growth, but still lose money. Others may be successful when looking 
at the bottom line, while their customers are disappointed and may go to 
the competition in the future. Thus, we feel it is important to evaluate 
firms along several different performance criteria. 

The bulk of research in management is made on larger firms, in 
American studies often Fortune 500 companies. This emphasis for larger 

1  The terms company, firm and business will in this be used interchangeably to mean an 
entity producing services and/or goods to be sold on some market. 



firms on the hand of the research community can be explained in several 
ways. One explanation is McGuire's (1976 p.115). He contends that: 

"...small enterprises in the eyes of the academic community are 
analogous to plain girls and acne-ridden boys at a high school 
dance - they are present in large numbers, but are usually 
unnoticed. Small firms move through their typically brief life 
spans neglected, untouched and unassisted by the sophisticated 
hand of scholarship." 

Perhaps there has been some change over the last two decades, and 
perhaps the European and Swedish researchers have been less prone to 
just look at the larger firms. However, the multitude and diversity among 
the smaller firms give the research community new challenges all the 
time. Small companies provide many interesting research problems, 
probably many more than we ever will be able to actually investigate. 

Moreover, small and medium-sized companies (i.e., those with less than 
500 employees) have today become more important for the development 
and growth of the Swedish economy. The Swedish government recently 
launched the  RAS  (directed employment support; Swedish:  riktat 
anställningsstöd)  project.  RAS  has the objective to facilitate employment 
among companies with less than 500 employees. Several of the large 
companies (e.g.,  ABB  and Volvo) have made statements implying that 
future growth (especially regarding number of employees) will mainly 
take place in smaller firms. About 99 % of the Swedish companies have 
less than 500 employees (and more than 99 % of these have in turn less 
than 200 employees). Further small and medium-sized companies employ 
almost half of the entire workforce (S CE, company register 1992). 

Due to their limited resources, small and medium-sized firms tend to be 
more "one-legged" than larger companies. With few products and a 
commonly low solidity (Gandemo, 1976), mistakes can easily lead to 
failure. On the other hand, these companies can also be very successful in 
relative terms. The difference between success and failure is usually 
small. Unlike larger corporations with more inertia, smaller companies 
are generally more affected by changed circumstances, but are also able 
to do more to change their situation. Moreover, they need to react faster 
to a changed situation. For a researcher these characteristics of smaller 
firms are interesting. Johannisson &  Lindmark  (1996) provide some 
answers about these companies, but there are much more to do. All in all, 
it seems small and medium-sized firms constitute a potent avenue of 
research. 
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1.2 	A New Market Situation 

The globalization of competition that has changed, or will change, the 
situation for many small and medium-sized companies constitutes an 
interesting situation. From the European perspective, many smaller 
companies have earlier not been subject to the extended competition that 
the integration of Europe (the common market of the European Union) 
has led to. From a stable and reasonably protected market in the past, 
they now have to live with higher uncertainty. Apart from the general 
trend of globalization, most firms also have experienced one of the 
deepest recessions ever. After the "happy eighties" with growing markets 
and profits in most European industries, the beginning of the nineties 
offered us the opposite. 

In periods when we face more harsh environments - periods when 
bankruptcies become more prevalent - performance (and especially 
financial performance) becomes more important. While performance 
perhaps is one of many goals to work towards when times are good, it 
tends to become the most important goal when times are tough. Without 
an acceptable minimum performance, the company can no longer survive 
and strive for other goals. 

Further, in turbulent times the differences between  finns  of different size 
become more apparent. On the one hand small firms usually lack the 
financial clout and resources of larger firms. This may lead to greater 
probability of failure among small firms as discussed above. On the other 
hand, small firms often find it easier to adapt to new rules of the market 
game. This suggests that many small firms can manage change 
successfully. So, what characterizes failure and success among small 
firms in turbulent periods? 

	

1.3 	The Role of Leadership 

The leadership factor has been heavily debated over the last couple of 
decades. Some argue that leadership is unimportant in comparison to 
other factors, others hold it to be of utter importance. While the former 
group reined in the seventies, the latter has been more successful in the 
last decade. Despite the fact that we have seen more and more general 
studies supporting the importance of leadership (e.g., Thomas, 1988 and 
Day & Lord, 1988), the dispute is far from settled. 

Small firm size, as well as a turbulent setting are factors that probably 
increase the importance of the Chief Executive Officer (CEO). 
Intuitively, the importance of the CEO in small companies is greater, 
since he or she alone often makes the important decisions. A management 
team, with shared responsibility among the members, is not possible 
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when the company is too small. Instead, the CEO tends to become the 
only significant decision maker. In the turbulent, as opposed to the stable 
situation, we can expect that the CEO becomes more busy. Irrespective of 
size, CEO leadership and action tend to come more into focus, since the 
margin of error is small. In many instances the rescue of a failing 
company has been attributed to the CEO. 

In an American study of medium-sized  finns,  those who went into 
bankruptcy had two things in common; weak management and weak 
management control systems (Woodruff & Alexander, 1958 s 30. Given 
that the company is small or medium-sized and given that it is operating 
in a turbulent environment, leadership seems to become important. But 
still, does the CEO make a difference in the performance of his firm? 
How much can be attributed to a single person? 

1.4 	Purpose of the Study 

Based on the discussion and questions above, we propose to engage in a 
study that hopefully can shed some light on the subject and begin to 
answer the above questions. More specifically, the main purpose of this 
study is to obtain knowledge and understanding about the relationship 
between firm factors and performance in small and medium-sized firms 
that operate in turbulent environments. In so doing, we will pay special 
attention to the impact of the CEO. In order to fulfill this purpose we 
have divided this thesis into four parts, where part II-IV constitutes three 
different analyses based on the same empirical material: 

The purpose of part II is to develop a basic conceptual framework to 
delineate direct effects between CEO characteristics, firm orientation and 
firm performance among all operating  finns.  Testable hypotheses will be 
put forward and tested by means of multivariate statistical methods. 

Part III is an extension of part II. The purpose is to examine the direct 
and moderating effect of strategic competence on the framework in part 
II. Additional hypotheses for this developed framework will be put 
forward and tested by multivariate methods. 

While parts II and III deal with differences between firms that are still 
operating, part IV also includes bankrupt firms. The purpose is to 
delineate differences between surviving, reorganized2  and bankrupt  
finns.  Further, the same framework will be used to find out differences 
between surviving firms with different performance, in order to be able 
to compare if the same factors that help prevent bankruptcy also help a 

2  A reorganized firm has gone through bankruptcy proceedings, after which it could 
reemerge in generally the same form. The criteria for this state is discussed in section 
14.2.1 
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surviving firm to improve its performance. Like the earlier analyses, 
hypotheses will be posited and multivariate methods used for analysis. 

We will discuss the results of each part separately. Answers to our 
research questions will thus be sought in each of the three analyses. 
However, we will also attempt to build on the results from the earlier 
parts when the latter parts are discussed. 

1.5 	Disposition 

This thesis is organized as follows. In part I, we give an introduction to 
the research problem and some rationale as to why it has been chosen. 
Further, the purpose of the thesis is stated and the general theoretical 
framework is discussed. We end this part with the delimitations of the 
present study. Part II, III and IV contain the three analyses that constitute 
the main body of this thesis. For each part the disposition is the same. 
First, the conceptual framework is presented, relevant literature mainly 
in strategy, management and marketing is discussed and hypotheses put 
forward. Then, methodological aspects, such as measures and chosen 
method of analysis, are presented and the rationale elaborated. Following 
this, the results are presented and discussed. Each part ends with some 
concluding remarks. Part IV is ended with some overall conclusions and 
directions for future research. 

5 



2 	GENERAL THEORETICAL FRAMEWORK 

In this chapter we will discuss the general theoretical framework of the 
study. In so doing we will briefly present the research program, of which 
this study is one part, that is being carried out at the division of 
management control at  Luleå  University. 

2.1 	The Overall Research Program 

At the management control division at the University of  Luleå,  one of the 
research agendas is primarily focused on small enterprises and their 
performance. Figure 2.1 shows the overriding framework for this 
research. Performance is posited to be the result of many interlinked 
factors. First, environmental factors provide the setting for the firms. 
These factors are usually linked to the industry (level of competition, 
maturity of products, type of customers, etc.). Second, strategies and firm 
orientation have to do with how the firm work. Strategies give the overall 
position of the firm in the market, while firm orientation pertains to how 
the company works internally to meet customer and other stakeholder 
demands. Third, the structure concerns the organization with a special 
emphasis on the management team and the CEO. Last, the control factors 
apply to the information system and its' use. Performance is given a wide 
meaning to include subjective as well as objective measures, market as 
well as financial assessments, and performance both on the level of the 
person as well as on the level of the company. 

The present study is based on this framework, but will only focus on part 
of it. The discussion regarding this will follow after we have outlined on 
what theoretical grounds the present study rests. 
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Figure 2.1 Overriding framework for the research at the Management 
Control division at the University of  Luleå.  Elaboration of 
Dent (1986). 

2.2 	Theoretical Grounds Of This Study 

In this section we will discuss some of the fundamental assumptions that 
we use in our work. We will start by declaring the overall ideas that 
guide this study and then go on to discuss contingency theory, that we 
consider to be the foundation for our work. 

2.2.1 	Analytic approach 

The analytic approach to science is perhaps the oldest and most utilized 
approach to study the world. In Burrell & Morgan's (1979, p.21) 
framework it is strongly associated with the functionalistic paradigm. 
This implies an emphasis for objectivity (as opposed to subjectivity) and 
regulation (as opposed to change). The assumptions for this approach are 
briefly discussed below. 

We see reality as basically objective, possible to describe by putting 
together parts to form a whole. The generated knowledge is believed to 
be general and not specific (i.e., another study that has the same 
assumptions as this, would find mainly the same results). 
Further, the goal is to find causal relationships. However, since this is not 
a longitudinal study, causal directions cannot be inferred in all cases. 
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Sometimes, we therefore have to settle for inter-relationships between 
studied variables. Hypotheses will be formulated, based on present theory, 
and subsequently tested. Hypothesis testing is the heart of the analytic 
approach to science. (Arbnor & Bjerke, 1994). 

2.2.2 	Contingency theory 

The theoretical framework that is most important in this work is 
contingency theory. Contingency theory in organizational research 
originates from empirical studies made by Woodward (1965), Burns & 
Stalker (1961), Lawrence &  Lorsch  (1967) and Thompson (1967). All 
these studies posit that environmental factors affect the choice of "best" 
organization. There is no universal "best" way to organize work, but 
instead the company must customize the organization for the present 
environment. 

The Classical Contingency Studies 
Woodward (1965) studied large manufacturing companies and found that 
there were major differences in the way they organized their work. The 
differences in organizational structure could be explained by the use of 
production technique (single-item, long-line and process production). For 
each of these three techniques, there was one organizational structure that 
was the best "fit" in order for the company to be prosperous. 

Burns & Stalker (1961) examined around 20 firms in the British 
manufacturing industry. They found that stable environments (e.g., found 
in the textile industry) work well with mechanistic organization structure, 
while turbulent environments (e.g., electronics industry) call for organic 
organizational structure. 

Lawrence &  Lorsch  (1967) were first to explicitly convey thoughts about 
the contingency theory. Like the two preceding studies they also 
examined how environment and organizational structure were connected. 
Ten companies in three different industries were studied. While flexible 
and more differentiative structures proved more successful in the 
dynamic plastic industry, a more bureaucratic structure was better in the 
more stable container industry. The work of Lawrence &  Lorsch  proved 
to be somewhat of a breakthrough for contingency theory. 

Thompson (1967) as the last classical writer on contingency theory, found 
that control and standardization is possible in a stable and homogenous 
environment, while flexibility is necessary in an environment 
characterized by change and heterogeneity. 
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Contingency vs. Congruency 
There have been some misconceptions regarding contingency and the 
related concept of congruency. In response to this, Fry & Smith (1987) 
try to clarify the concepts. Contingency is at hand when a given 
relationship changes due to a third (contingency) variable. The 
contingency variable thus has a moderating effect on the relationship. In 
the studies above, environment was the common contingency variable. 

Given contingency, there is for each contingency at least one (but usually 
more) constellation(s) among the other variables that will produce the 
best results. A constellation that is optimal is congruent. The contingency 
theorist is thus looking for congruent constellations in different 
contingencies. The notion of congruency has also been known as "fit", 
implying that certain constellations fit different contingencies. The 
classical studies described above were trying to find the fit between 
environment and organizational structure. 

More Recent Contingency Theory 
Contingency theory can also be extended to include other contingencies 
and congruencies than environment and organizational structure. That is, 
in the same manner as a firm must adjust its organization to the 
environment, it is likely that the strategy must be adjusted to the 
environment, the management must adjust to the strategy and so on. 
When we talk about the environment and firm factors, it is likely that the 
firm has little impact on the environment, and thus we can confer that the 
environment is the causing factor. However, firm strategy and firm 
management (or other factors within the firm) can be considered equally 
strong. Consequently, we can only find covariation and not necessarily 
cause and effect. 

The market structure paradigm (developed primarily by Porter, 1976; 
1980; 1981) theorizes that by adapting to the market structure (i.e., the 
external environment) through actions in form of strategies, firms can 
influence their performance. In the same vein, Miles & Snow (1978) 
propose that certain strategic types exist. They also suggest, in accordance 
with contingency theory that different types can perform completely 
differently in different external environments. A defender (who is cost 
conscious and risk averse) will probably be outperformed by a prospector 
(who is innovative and growth oriented) in a rapidly growing 
environment, but instead outperform the same person in a mature market. 
Zahra & Pearce (1990) in a review of the literature using Miles & Snow 
typology found strong support for the environment-strategy link. Other 
research (Venkatraman & Prescott, 1990) examines the effect that 
coalignment between strategy and external environment has on 
performance. This is in line with Miles & Snow's strategic types. Certain 
strategies work best in certain environments, and there are matches that 
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can be found. Generally there is a strong support for the existence of such 
a contingency factor See for example Miller, Kets de Vries & Toulouse, 
1982). 

For more discussions on contingency theory refer to the special issue of 
Organization Studies (1988) and  Tosi  (1992), who discusses how the fit 
between the environment, the organization and the person is related to 
effectiveness of the organization. 

Let us sum up the basic assumptions that this study have. First, it is part 
of the functionalistic paradigm. This implies that we use many 
assumptions derived from the natural sciences when analyzing the results. 
Moreover, we have a contingency approach, which lead us to believe that 
certain factors need to "fit" each other in order for success to occur. In 
part II-IV we will use the above notions when hypotheses are formulated 
and results are discussed. 

2.3 	Delimitations of this Study 

Taking the program's framework (Figure 2.1) for performance in 
smaller firms as a starting point, the present study will focus on mainly 
three (out of the originally five) "balloons" of that framework. Doing a 
study with all the different parts of the framework would of course be 
possible, but it would probably mean that each part could not be studied 
in detail. Therefore, we have chosen to focus on some factors that are 
believed to be most important for our study. Miller & Toulouse (1986) 
showed that CEO characteristics were important for small firm 
performance. As an example they linked locus of control to performance 
of the firms. It thus makes sense to put emphasis on CEO factors (in this 
study, personality and background). As rivaling explanatory factors, we 
mainly include firm strategy and firm orientation. (In part IV some 
additional variables, namely business segment, ownership and location 
will also be included). In order to study the relative effect of CEO 
characteristics, it is important to include rivaling factors that have been 
shown to be potent in other studies. Porter (1980) and many others have 
shown the importance of strategies, while Hofstede et al (1990) pointed to 
the impact of firm orientation. The resulting overall framework is 
displayed in Figure 2.2. The main variables are presented in bolded style. 

Consequently, factors regarding control, and specifically information 
system will not be dealt with. Other studies in the program cover their 
relation to performance and other factors in the framework. More 
complex structural factors such as formalization, etc., are also excluded 
based on the same reason. The framework of the present study is more in 
line with classical studies in contingency, except that we study the CEO in 
much greater detail. By combining the knowledge gained by this study 
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with knowledge from other studies, focusing on the aspects that we have 
de-emphasized or excluded, we should be able to draw a more integrative 
picture regarding the performance of small firms. 

Figure 2.2 The overall framework for this study. 

Further, the study will be on a single industry and therefore contingency 
factors, such as market conditions, government actions and so forth, will 
be assumed equal for all firms operating in the industry. However, as 
noted above, there will be some environmental factors used in part IV. A 
short discussion about the environment is found in chapter 4. 

Another delimitation, that follows from the fact that only one industry is 
studied, is that we are unable to directly generalize the results to other 
industries. However, we feel that this is not critical. The results from this 
industry can provide interesting insights by themselves. It must be a task 
for future studies to provide generalization across industries. 

In sum, we will concentrate on a small number of variables, where our 
major interest is the role of CEO characteristics, including background 
and personality. Strategy, firm orientation and some other variables will 
be included to better help us understand the relative importance of CEO 
characteristics in different situations. 
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PART II: DIRECT EFFECTS OF CEO 
CHARACTERISTICS ON FIRM 

PERFORMANCE 

The purpose of this part is to conceptually develop and test a framework 
of firm performance in the context of turbulent environments. The role 
of the CEO is at focus and we seek to delineate his/her impact on firm 
performance. However, we do not study the CEO's role in isolation. 
Rather, we use a model that examines the CEO's influence relative to 
firm orientation. Since performance can have several facets, we 
distinguish between two of these, namely market (e.g., customer 
satisfaction) and financial (e.g., profitability) performance. This 
distinction may be useful in identifying relative and disparate effects of 
different factors on the two dimensions of firm performance. For 
instance, in rapidly changing environments, it is likely that a firm may be 
performing well as far as market performance is concerned, but its' 
financial performance may be dismal and vice versa. We begin with a 
discussion of the conceptual framework. 
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3 	CONCEPTUAL FRAMEWORK 

The conceptual framework utilized to understand financial and market 
performance of firms in the focal industry is described in Figure 3.1. 
The model hypothesizes interrelationships among CEO characteristics, 
firm orientation and firm performance. In the following sections we 
discuss the model and develop the hypotheses shown in the figure. In so 
doing, we briefly review relevant literature in strategic management and 
marketing. We first discuss the dependent variable, firm performance. 

CEO Characteristics 	 Firm Orientation 
	 Firm Performance 

a: This construct is a continuum that ranges from (full) internal orientation to (full) 
market orientation.  

b: This construct is a continuum that ranges from (full) implementation orientation to 
(full) planning orientation. 

Figure 3.1 The model with the hypotheses used for studying CEO 
characteristics and firm orientation as determinants of firm 
performance. 

3.1 	Firm Performance 

In this part, we conceptualize firm performance as a multidimensional 
construct, consisting of financial and market performance. Market 
performance is defined as external performance, mirroring the 
effectiveness of the company in the market. In other words, it is how 
well the company succeeds in the marketplace. Growth in sales, growth 
in market share, and level of customer satisfaction are some indicators of 
market performance. Financial performance is indicated by the operating 
effectiveness of the firm. The products and services that are demanded by 
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the market can be procured in numerous fashions and from different 
sources. In addition, the production task of transforming inputs (e.g., 
raw materials and labor) into outputs for markets can be organized in 
many different ways. Financial performance informs us how effective the 
firm is in organizing this transformation. Profitability and productivity 
are some potential indicators for financial performance. An earlier study 
of the focal industry by Häckner (1991) showed that aspects of both 
financial performance (profitability) and market performance (sales 
growth) were considered very important by leading managers. 

Financial and market performance tend to be positively, but not 
perfectly, correlated. One reason for this may be that, in any given time 
period, firms can have a tendency to be either profit- or growth-
oriented, but rarely both. That is, for some firms the overriding focus 
may be on either financial or market performance. Constant growth is 
not a desire for all companies. In fact, in many small companies, 
managers do not see growth as the main goal (Gibb & Scott, 1985; 
Davidsson, 1989). Some even try to decelerate growth, which can be 
attributed to a feeling that they lose control if the company grows too 
quickly  (Bergström  & Lumsden, 1993). Alternatively, there are firms 
that do see growth, and not profitability, as the most important goal. This 
is especially common among firms that tend to be entrepreneurial. 
Moreover, several empirical studies suggests that the two performance 
dimensions relate to other variables quite differently. For instance, Davis 
&  Schul  (1993) identified two groups of firms (A &  B)  where group A 
outperformed group  B  in financial terms (Return on assets), while group  
B  outperformed group A in market terms (Sales growth). 

Moreover, in a rapidly changing environment, the correlation between 
market and financial performance may be zero, or even negative. That is, 
some companies may do well in the marketplace (market share, customer 
satisfaction, etc.), but poorly financially (Return on investment, liquidity, 
etc.) or vice versa. In a rapidly declining market this can happen when 
firms slash their prices to perk up demand. Of course, these situations 
only occur for shorter periods, since in the long run firms must have 
acceptable financial and market performance in order to survive. Thus, 
firms that are profit oriented concentrate on improving their financial 
performance, subject to acceptable market performance. Likewise, firms 
that are growth oriented concentrate on improving their market 
performance, given acceptable financial performance. Based on the 
preceding, we propose the following hypothesis: 

HI: Market performance and financial performance constitute two 
distinct dimensions of firm performance. 
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3.2 	Influence of Firm Orientation 

Firm orientation captures the notion of dispositional tendencies of firms. 
Just like individuals, firms tend to be favorably predisposed to attend to 
certain processes and outcomes (e.g., planning) and unfavorably 
predisposed toward other processes and outcomes (e.g., implementation). 
This notion of their orientation is nothing new; it dates back to the early 
work in management where firms were described as "production 
oriented" (cf. Taylor, 1947) to more recent characterizations which 
include "market-oriented" or "customer-focus"  (Ansoff,  1979). 

Firm orientation is closely linked to firm practices (i.e., how things are 
done in the firm). With a given orientation, certain practices follow. 
Hofstede et al (1990) empirically showed that shared perceptions of daily 
practices, instead of shared business values, is the core of an organization 
culture. Founders' and leaders' business values become members' 
practices. Different people's perceptions of practices in their firm are 
expected to be consistent, depending on homogeneity of the culture. 
Small firms are generally more homogenous since the CEO and the 
employees work closer together (Miller, Kets de Vries & Toulouse, 
1982; Miller & Toulouse, 1986). 

We conceptualize firm orientation to be a continuum, where the 
endpoints are "opposite" orientations (e.g., emphasis for implementation 
or for planning). Although these two orientations may be seen as 
independent dimensions, we hold that they are negatively correlated. That 
is, a firm that emphasizes implementation is likely to put less emphasis on 
planning. We base this on three notions. First, the notion of a 
dispositional tendency suggests that one orientation is preferred over the 
other. Second, the competence needed for attending to the two "opposite" 
orientations can be very different. Since small firms normally have fewer 
competencies, they will seldom have the competence to conduct both 
orientations well. Third, resources are limited, especially in declining 
markets. This will further limit the possibility to fully attend both 
orientations. 

This study will use two continuums, namely internal - market and 
implementation - planning, to be discussed. Certainly, other approaches 
for defining firm orientations exist e.g., Hofstede et al, 1990 and Haahti, 
1989), which may be explored in future research. 

3.2.1 	Internal—Market Continuum 

In a recent review article, Reed, Lemak and Montgomery (1996, p.175) 
note that "the idea that firms can be oriented towards their internal 
operations or toward their customers and markets is firmly embedded in 
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the management literature". An internally oriented firm is favorably 
disposed toward internal factors, such as internal effectiveness, 
operational efficiency and the well-being of employees. Here, the 
emphasis is on process efficiency and cost-efficient production methods. 
Little attention is paid to boundary spanning and external monitoring 
systems. By keeping a tight control on operations, costs can be kept low. 
Market disposition or orientation has received considerable attention in 
the marketing literature.  Narver  & Slater (1990) define market 
orientation as composed of three behavioral components; customer 
orientation, competitor orientation, and interfunctional coordination. 
Kohli & Jaworski (1990,  p.  6, emphasis in original) define it to be "the 
organizationwide generation of market intelligence pertaining to current 
and future customer needs, dissemination of the intelligence across 
departments, and organizationwide responsiveness to it." 

Both Slater &  Narver  (1994) and Jaworski & Kohli (1993) report 
findings regarding the link between market orientation and firm 
performance. The underlying hypothesis is that market orientation and 
firm performance are positively related. However, consistent and 
significant positive relationships are more prominent for the market 
orientation to financial performance link. Slater &  Narver  found the 
relation to market performance to be highly significant, but that was not 
found in Jaworski & Kohli's study. A plausible explanation is their use of 
measure for market performance, namely market share. It is likely that 
firms can do well in the market without having the largest market share. 
A growth of market share measure is perhaps more appropriate. Internal 
orientation has not received the same attention in the literature as market 
orientation. Still, it is grounded in classical management literature (e.g., 
Taylor, 1947) and can be related to Porter's (1980) cost effectiveness 
strategy. 

Especially in declining markets where survival can be an important issue, 
an internal orientation is likely to become more important in relation to 
total customer satisfaction. Slater & Narver's (1994,  p  54) remark that 
"being market oriented can never be a negative" is perhaps true. 
However, the same can be said about internal orientation. Caring for the 
needs of employees and paying close attention to the internal effectiveness 
are, by most managers, considered to be positive for the firm at large. 
The problem occurs when a choice between the two orientations is 
inevitable. We believe this choice is related to whether the firm is profit 
or growth oriented. While a firm that is growth oriented will tend to be 
associated with the market end of the continuum, a profit oriented firm 
will tend to emphasize internal orientation. Thus, we can expect financial 
performance to be better for firms emphasizing internal orientation and 
market performance to be better for firms emphasizing market 
orientation, or put in hypotheses: 
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H2a: The higher a firm's market orientation, the lower its financial 
performance. 

H2b: The higher a firm's market orientation, the higher its market 
performance. 

3.2.2 	Implementation—Planning Continuum 

The planning oriented firm emphasizes making careful plans before any 
action is taken. In this firm, the disposition towards external monitoring 
is high. The management has considerable resources invested in 
collecting, organizing and analyzing information. For every contingency, 
this firm has the disposition to prepare for it. In contrast, an 
implementation oriented firm is favorably disposed toward the action 
itself, seeing plans as relatively less important. Here, relatively less 
attention is paid to information gathering activities. Instead, the resources 
are allocated mainly towards management control. The management 
control systems help the firm to focus on tasks or how they are 
interrelated. 

The role of formal planning in firm strategy and performance is well 
documented. Some researchers have argued that formal strategic 
planning is necessary only when the company is large. Small firms can 
manage with informal plans (Mintzberg, 1973; Miles & Snow, 1978; 
Fredrickson, 1984). Robinson & Pearce (1984) contend that most small 
firms don't plan. Whether necessary or not, there are reasons why 
planning is less prevalent in small firms. Managers for smaller firms are 
generally short-term oriented because they can't or won't give the 
responsibility for day to day decisions to others (cf.  Das,  1991). 
Therefore they have little or no time to consider the future, which can 
lead to problems such as low performance or bankruptcies (Chell & 
Haworth, 1991). Grinyer & Norburn (1975), however, found no relation 
between level of planning and performance. Yet other research (Bracker 
& Pearson, 1986) has shown that small firms who have structured 
strategic plans outperform those who have not and that firms with long 
planning history outperform firms with short planning history. In a 
different setting, Daft, Sormunen & Parks (1988) found that only one 
aspect of planning behavior (scanning for information), was positively 
related to firm performance (Return on assets). Thus, the findings in the 
literature are mixed and, at best, only provide weak support for the link 
between planning and better firm performance. 

Moreover, most of the preceding studies have examined the impact of 
planning in relatively stable environments. In a highly turbulent 
environment the relation between planning and firm performance may be 
quite different. The uncertainty induced by turbulence could make 
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planning less useful, or even render it dysfunctional. Many small 
companies attribute their success to adaptability, which could be impeded 
by excessive planning. "Paralysis by analysis" can occur when planning is 
over-emphasized, especially in dynamic situations (e.g., turbulent 
environments). In these situations, planning may consume too much time, 
and become an end in itself (cf. Schoemaker, 1990). However, it is not 
the mere absence of planning that tends to improve some firms' 
performance in turbulent environments. Rather, the underlying idea is 
that such firms will invest their resources and energies in implementation 
instead of planning. Thus, we hypothesize: 

H3a: The higher a firm's planning orientation, the lower its financial 
performance. 

H3b: The higher a firm's planning orientation, the lower its market 
performance. 

3.3 	Influence of CEO Characteristics 

The significance of the CEO leadership in organizational well-being has 
been a topic of business research for a good many years. In Bass & 
Stogdill's Handbook of Leadership (1990) over 7500 references are listed 
on the subject. During the period 1972-83 an average of 250 scholarly 
studies and articles have annually appeared concerning leadership (Meindl 
& Ehrlich, 1987). Despite the quantity of research on this topic, 
consensus on how, and to what extent, the managers at the top (CEOs) 
influence their organization has not emerged. Instead, there are several 
different theoretical approaches that appear promising in understanding 
this phenomenon. 

In the sixties and seventies, sociological theory (Pfeffer, 1977; Blau & 
Scott, 1962; Child, 1972; Lieberson & O'Connor, 1972) attributed little 
to CEO leadership and more to other factors (e.g., influences from the 
economy, the company or the industry) in explaining firm performance 
and effectiveness. In the eighties, these theories have been questioned and 
stronger emphasis on leadership factors has been put forward (see for 
example Wiener & Mahoney, 1981 and Pfeffer & Davis-Blake, 1986). 
This renaissance in leadership research resonates with the notion that we 
in everyday life find ourselves in a more uncertain environment, and 
good leaders appear to help us cope effectively with this uncertainty, 
while poor leaders appear to exacerbate disaster. 

In most previous studies, there has been little explicit recognition of the 
influence of CEO characteristics in models of firm performance. This is 
surprising given that the CEO is often implicitly included in most 
empirical studies. For instance, the CEO is often the key informant in 
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many studies and the supplier of important information. Moreover, the 
CEO often influences many other practices in a firm (Hofstede et al, 
1990). The importance of the CEO becomes intuitively more important 
when smaller firms are involved, as the CEO may often be the only person 
in a managerial position (Miller, Kets de Vries & Toulouse, 1982; Miller 
& Toulouse, 1986). Finally, turbulence in the environment also tends to 
increase the importance of the CEO (Miller & Toulouse, 1986). Thus, it 
appears reasonable to explicitly model the influence of CEO 
characteristics. 

CEO characteristics can be conceptualized in several ways. In this study, 
three dimensions of CEO characteristics are employed, namely Tolerance 
for ambiguity, Self-efficacy and Need for cognition, to be discussed. 
They are all dispositional characteristics, meaning that they are relatively 
enduring (i.e., stable over time) preferences for a person to think or act 
in a specific manner. Apart from being enduring, the reason for utilizing 
these three dispositions is that we believe all three to be important 
dispositional characteristics of the CEO, especially when the firm is small 
and the environment turbulent. House, Shane and Herold (1996,  P.  203) 
provide a review that gives "a compelling argument for incorporating 
dispositional theory into explanations of behavior in organizations." 
Below, we discuss each of the three characteristics and posit hypotheses 
for their association with firm performance and firm orientation. 

3.3.1 	Tolerance for Ambiguity 

Tolerance for ambiguity is defined as the extent to which an individual 
feels threatened by ambiguity or ambiguous situations and affects the 
individual's level of confidence when making decisions (Dermer, 1973).  
Gul  (1986) shows that individuals low on tolerance for ambiguity had less 
confidence in their decisions than individuals with high tolerance for 
ambiguity when there was uncertainty involved. 

Relation to Firm Performance 
We contend that CEOs with high tolerance for ambiguity are related to 
better firm performance when turbulence is at hand, since these CEOs 
may be better to take advantage of opportunities that arise, instead of 
being overwhelmed by uncertainty. Implicit support for this is found by 
Gupta & Govindarajan (1984) who reported that managers (in Fortune 
500 SBUs) with high tolerance for ambiguity were more successful in 
"build"-strategies and that managers with low tolerance for ambiguity 
were more successful in "harvest"-strategies. Further, Lefebvre & 
Lefebvre (1992), in a study of small manufacturing companies, connect 
innovation to risk tolerant or risk seeking persons. Higher tolerance for 
ambiguity seems positive when the environment is uncertain, while it 
seems negative when stability is at hand. The reason for this is perhaps 
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that high tolerance for ambiguity causes people to take too many risks in 
the stable environment, when "playing it safe" may be more rewarding. 
Since our study concerns a turbulent industry, higher tolerance for 
ambiguity seems favorable, which leads to the following hypotheses: 

H4a: CEOs who perceive higher levels of tolerance for ambiguity will 
tend to be positively associated with firms that depict higher 
financial performance. 

H4b: CEOs who perceive higher levels of tolerance for ambiguity will 
tend to be positively associated with firms that depict higher market 
performance. 

Relation to Firm Orientation 
We posit that CEOs with high tolerance for ambiguity are more likely to 
be related to planning and market orientation when turbulence is at hand. 
High tolerance for ambiguity can simplify the planning process in 
uncertain environments, while CEOs with low tolerance for ambiguity 
are more likely to see planning as "a shot in the dark". Having high 
tolerance for ambiguity simplifies accomplishing tasks that in themselves 
are ambiguous. Market orientation, as compared to internal orientation, 
seems to be associated with more ambiguity. While the internal 
environment is more concrete and easier to manipulate, the market can be 
seen as a "black box" with unpredictable outcomes over which one has 
little control. Thus: 

H5a: CEOs who perceive higher tolerance for ambiguity will tend to be 
positively associated with firms that emphasize the market 
orientation. 

H5b: CEOs who perceive higher tolerance for ambiguity will tend to be 
positively associated with firms that emphasize the planning 
orientation. 

3.3.2 	Self-Efficacy 

According to Wood & Bandura (1989,  p.  364), perceived self-efficacy 
concerns "an individual's belief in his/her capabilities to mobilize the 
motivation, cognitive resources, and courses of action needed to control 
over events in his/her life." In earlier studies locus of control has been 
widely used as a conceptualization of personality (e.g., Miller, Kets de 
Vries & Toulouse, 1982; Miller & Toulouse, 1986; Lefebvre & 
Lefebvre, 1992 and Powell, 1992). Locus of control and self-efficacy are 
closely related. There are only two important differences between locus 
of control and self-efficacy according to Gist (1987). First locus of 
control is a generalized construct whereas self-efficacy is task specific. 
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Second, self-efficacy is purely a behavioral concept, while locus of 
control includes outcome expectancies as well. For our purposes, self-
efficacy is the more appropriate construct to use, because we want to 
examine the CEO's capability in the business area in which he or she 
operates (i.e., task specific). 

Relation to Firm Peiformance 
CEOs with higher perceived self-efficacy are likely to perform better 
than those with lower perceived self-efficacy. Studies have shown that 
both objective and subjective performance were significantly better for 
people with internal locus of control (related to high self-efficacy) 
compared to people with external locus of control (related to low self-
efficacy) (Powell, 1992; Macintosh, 1985). Positive experiences tend to 
increase self-efficacy, while failures will do the opposite. People with 
high self-efficacy tend to engage more frequently in task related activities 
and persist longer in coping efforts; this leads to more mastery 
experiences, which in turn enhance self-efficacy. For people with low 
self-efficacy the opposite is true; they tend to engage in fewer coping 
efforts; they give up more often under adversity and experience less 
mastery, which in turn reinforces their low self-efficacy (Bandura, 
1982). Thus, it appears that people with high self-efficacy are better at 
accomplishing their goals, and thus will succeed more frequently in 
whatever they decide to do. In our study this translates to: 

H6a: CEOs who perceive higher levels of self-efficacy will tend to be 
positively associated with firms that depict higher financial 
performance. 

H6b: CEOs who perceive higher levels of self-efficacy will tend to be 
positively associated with firms that depict higher market 
performance. 

Relation to Finn Orientation 
We posit that CEO self-efficacy will be positively related to planning and 
market orientation. Planning is necessary to be able to address 
problematic situations that might occur in the future. Since CEOs who 
perceive higher self-efficacy are more likely to be confident of 
themselves and in their abilities to set and reach difficult goals (Wood & 
Bandura, 1989), they are more likely to engage in planning. Moreover, 
we argue that CEOs who perceive higher self-efficacy tend to be less 
threatened by ambiguous and dynamic situations. The market is usually a 
source of ambiguity and unpredictable dynamism, especially in turbulent 
situations. The internal operations of a firm are more predictable and 
relatively easier to keep under control. Consequently, when perceived 
self-efficacy is low, the CEO is more likely to be internally oriented, 
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since s/he can cope with internal factors better, and probably will orient 
the company towards efficiency in internal factors. Thus: 

Ita: CEOs who perceive higher levels of self-efficacy will tend to be 
positively associated with firms that emphasize the market 
orientation. 

H-Th: CEOs who perceive higher levels of self-efficacy will tend to be 
positively associated with firms that emphasize the planning 
orientation. 

3.3.3 	Need for Cognition 

Need for Cognition is the tendency for an individual to engage in and 
enjoy thinking. High need for cognition correlates with high intelligence 
and being open-minded (Cacioppo & Petty, 1982). A person with low 
need for cognition is more likely to act without prior thought, while a 
person with high need for cognition is likely to take actions after much 
contemplation (Inman, McAllister & Hoyer, 1990). A person with high 
need for cognition is thus more likely to be (formally) rational in, and 
spend more time on his/her decisions. 

Some researchers utilize the notion of heuristics and analytics to 
distinguish between people who have low and high need for cognition. 
The concepts are not identical, but share the main properties. Heuristics 
rely on analogies and satisfactory solutions, where analytics seek to 
uncover causalities and find the optimum solution (Macintosh, 1985). 
Heuristics rely on the practical aspects of the situation, experience and 
common sense, whereas analytics rely on systematic processes and 
abstract models (Zmud, 1979). 

Relation to Firm Performance 
We posit high need for cognition is negatively related to firm 
performance in turbulent environments. We base this on a study by Mock 
et al (1972), using a business simulation game, where heuristics (related 
to low need for cognition) outperformed analytics (related to high need 
for cognition) in the beginning and that they took less time for the 
decisions. Over time, as the participants had learned "the rules", the 
analytics outperformed the heuristics. A heuristic style may accordingly 
be better when a task is unknown or unclear, while the analytic style 
seems better when the rules are known. Thus, if turbulence renders the 
firm's situation unpredictable and ambiguous, heuristics could have the 
edge. The analytics need some stability to capitalize on their cognitive 
ability. In a turbulent situation, the "rules" may change in a pace that 
could render analytic skills obsolete. It is thus clear that heuristics, or 
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people with low need for cognition, tend to be favored by turbulence. 
Accordingly, the hypotheses regarding need for cognition will be: 

CEOs who perceive higher levels of need for cognition will tend to 
be negatively associated with firms that depict higher financial 
performance. 

CEOs who perceive higher levels of need for cognition will tend to 
be negatively associated with firms that depict higher market 
performance. 

Relation to Firm Orientation 
We posit that CEOs with high need for cognition are more prone to adopt 
a planning orientation, and less inclined to pursue a market orientation. 
Our rationale lies in that need for cognition is framed around thinking, 
which is an important aspect of planning. In comparison to 
implementation planning requires more cognitive and analytical ability. 
CEOs with high levels of need for cognition are more likely to find these 
demands consistent with their interests than CEOs with lower levels of 
need for cognition. Likewise, market analysis is less tangible and more 
ambiguous relative to analysis concerning internal aspects of the firm. As 
such, an inclination toward internal effectiveness is more suited for 
traditional cognitive activity, including model building. A turbulent 
market situation further upsets the possibilities to frame the market in 
models, which would further direct CEOs with higher need for cognition 
to the internal orientation. From the above discussion, the following 
hypotheses emerge: 

CEOs who perceive higher levels of need for cognition will tend to 
be negatively associated with firms that emphasize the market 
orientation. 

CEOs who perceive higher levels of need for cognition will tend to 
be positively associated with firms that emphasize the planning 
orientation. 

H8a: 

H8b:  

H9a: 

H9b:  
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4 	RESEARCH METHOD 

In this chapter we will present how this study was carried through. This 
includes the overall methodological approach, the choice of study objects, 
notes about the data collection, how the measures were chosen, the 
method of analysis and finally a section on the validity and reliability of 
this study. 

4.1 	Overall Methodological Approach 

The research method constitutes the researchers tool that is used in order 
to solve the research problem and to fulfill the purpose. The method links 
the research problem, purpose and theoretical framework to the results 
and analysis. 

The choice of method is dependent upon the research problem. Some 
problems can be solved by several methodological approaches, while 
other problems are very closely related to a certain methodological 
approach. In our case, we could have chosen several different approaches. 
The reason we chose to employ a survey instead of, for instance, a case 
study, is the kind of knowledge we want to generate. We wanted to get a 
picture of how firms in the studied industry as a whole were linked to 
certain factors. We were also somewhat interested in drawing generalized 
conclusions. Thus, the survey was best suited. By choosing a survey we 
will limit our data to be of the quantitative kind; that is, only shallow 
information on many study objects, instead of deeper information on 
fewer. From the results of the questionnaire study, we can perhaps find 
areas that later can be studied by the case study approach. 

4.2 	Literature Search 

In August 1993, the first literature search was done. However, there had 
been some prior work done by other researchers, but that project had a 
different direction and only few of the references collected before that 
time suited the new direction. Another two literature searches were done 
in April 94 and in September/October the same year. The first two 
searches were made at the library at  Luleå  University and the latter at 
Sears library at the Case Western Reserve University in Cleveland, Ohio, 
USA. In the beginning of 1996 the last literature search for this project 
was made. At all four times all the major data bases (e.g., ABI/INFORM, 
SCANP, SCIMP and FONDS) were searched using the following key 
words: 

(business) strategy, (Market, Financial) performance, small business, 
small firms, small companies, Sweden, construction, (environmental) 
uncertainty, market(ing) orientation, planning, (co)alignment, (strategic) 
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fit, management, CEO, personality, Self-Efficacy, Tolerance for 
Ambiguity, Need for Cognition, background. 

From these searches approximately 150 references were collected. An 
additional 100 references were found by using the reference list in the 
above papers and books. Finally some references were pointed out by 
colleagues or by the advisors. 

4.3 	Choice of Study Objects 

The choice of study objects was neither fully objective nor fully 
subjective. Earlier studies within the division had concerned prefab 
makers in southern Sweden. Thus the industry was "familiar". At the 
same time, the problems experienced by the industry were "common 
knowledge" in Sweden. Our choice was thus guided by our familiarity of 
the industry, but still we might have chosen to study the industry anyway 
due to its interesting situation. A brief résumé of this situation follows 
next. 

Sweden, like other countries around the world, had a tough economical 
climate in the beginning of the 90s. On the government level this led to a 
growing deficit in the government balance sheet. This finally led to the 
necessity of severe cuts in government spending. One of these cuts was a 
change in regulations (made 1991), making it less attractive for Swedes 
to invest in new housing. The government withdrew some contributions 
for those who built new houses. The prefab housing industry was perhaps 
the industry most severely affected by this change of regulations. Since 
1991, the industry has experienced a rapid decline in demand (as much as 
50% from one year to another), with almost 25% of the firms going into 
bankruptcy between 1992-94. Refer to Figure 4.1 for an overview of the 
growth in the Swedish economy and the prefab housing industry over a 
10-year period. Unfortunately, we have not been able to acquire figures 
from 94 due to changed reporting practices. 
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Figure 4.1 The growth in the Swedish economy (right scale) and in the 
prefab housing industry (left scale). 

We see that the prefab industry has followed the economy as a whole. In 
the best years between 1987 and 1989, the Swedish economy grew by 2-3 
percent each year. The growth in sales in the Prefab industry was 10-fold 
(i.e., 20-30 % each year). When the Swedish economy came to a halt and 
started to decrease by an average 2 percent between 1991 and 1993, the 
industry at focus plunged with loss of sales between 15 to 50 %. By going 
from high growth to major decline in just a couple of years, the industry 
becomes interesting to study as an example of a turbulent industry. 

However, we decided to study not only prefab house makers, but also 
joinery factories. This has several reasons. First, the prefab house makers 
are relatively few, which would make it difficult to achieve statistical 
power. Second, joinery factories experienced mainly the same problems 
with drastically falling demand as the prefab house makers. Third, the 
two industries were combined in the Swedish industry code (SNI). Using 
both industries would make the selection part somewhat easier. Regarding 
size, we excluded the smallest firms (below 10 employees). These "micro-
firms" are often considered different from small firms, in respect to 
formalization, control, etc. In order to reduce some potential noise, we 
chose to drop these firms. Consequently, all firms with more than 10 
employees with SNI-code 33112 were chosen for this study. 

SNI-code 33112 implies "Prefab House Manufacturing and Joinery 
Industry". Prefab house manufacturers are few but generally larger. 
Joinery firms, on the other hand are numerous but smaller. While the 
former group sells their products directly to the consumer (i.e., the man 
in the street, or a building contractor), the latter typically functions as a 
supplier or subcontractor to the former (or another construction 
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company). Although differences exist, they do share the same external 
environment, and the business climate tends to be the same in the two 
groups of firms. 

Most of the Swedish prefab housing and joinery firms are small or mid-
sized. All but a few have less than 500 employees, and most have less than 
50. As noted above, due to governmental rules and heavy regulations, 
liable to change from period to period, construction companies tend to 
live in a turbulent environment. As there is no market leader, the 
industry is fragmented with a fairly large number of small companies. In 
a fragmented industry, companies tend to be vulnerable to demand 
changes which hurt profitability during the depressed years of a business 
cycle or when the market rules are changed for the worse. 

Our choice of one single industry offers some distinct advantages, 
although it clearly restricts the generalizability of findings. The 
significance of industry differences is widely recognized. See for instance 
studies by contingency theorists (e.g., Mintzberg, 1979). In early stages 
of research it may be more fruitful to focus on single industries. Single 
industry studies are embedded in a common environment resulting in less 
risk of noise in the data. We feel that, once results from single-industry 
studies provide a systematic pattern, it may be possible to generalize 
results on a higher level by taking the impact of industry differences into 
consideration. 

4.4 	Data Collection 

The survey instrument was developed based on the literature and the 
feedback from pre-tests conducted with CEOs in firms related to the focal 
industry and managers other than the CEO in the focal industry. Since we 
used the entire industry as sample, we didn't want to use CEOs of the 
focal industry for the pre-test. The pre-test phase lasted for a month 
(April-May 94). Each interview was conducted similarly. One of the 
researchers was present, and the respondent was asked to fill in the 
questionnaire while "thinking out loud". All potential ambiguities and 
other reasons for queries were noted. Before meeting the next 
respondent, the items that generated questions were examined and, in 
most cases, clarified and/or modified. This procedure was repeated five 
times until only minor comments about the items arose (cf. "saturation", 
Glaser & Strauss, 1967). 

The questionnaire was then administered to all companies in the chosen 
industry with more than 10 employees (as recorded in 1992). Three 
waves were sent by mail (during May-June 94). Each included: 
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(1) a personalized cover letter (see Appendix 1 for an example) 
addressed to the CEO of each firm and signed by the researchers. 
The letter stated the purpose of the study and the anticipated 
knowledge to be gained. It also included a mail-in option to take part 
of the results when they become public, 

(2) an endorsement letter (see Appendix 2) from the CEO of the 
industry cooperation organization (SNIRI/STR), 

(3) a business reply envelope, and 
(4) an 8-page survey booklet (the 5 pages that contain the actual 

questions are found in Appendix 3 (Swedish) and 4 (English)). 

The second and third wave only differed in the composition of the cover 
letter. All materials were in Swedish. The questionnaire went through a 
process of translation and back-translation in order to assure that 
ambiguities between the Swedish and English version of the questionnaire 
could be kept at a minimum. We urged participation and stressed the 
importance of a high response rate. For bankrupt and reorganized firms, 
the author spent many hours tracing and talking to the CEOs of bankrupt 
firms. The response rate for CEOs that are no longer heading a company 
is usually very low, but by our efforts we were able to improve it to be 
equal to survivors. Of the total 299 firms in the sample, we obtained 187 
responses (63%). In 30 firms the CEO tenure was less than a year, 
indicating that these CEOs were not eligible to provide data concerning 
the key constructs. Another questionnaire was not usable because of 
missing data. This leaves 156 usable questionnaires, with a usable 
response rate of 52%. 

Due to lack of information about the non-respondents (regarding firm 
factors such as size, ownership, performance, etc.), no analysis of the 
missing 37 % has been made. This is of course a limitation of the study. 
The implications of this will be discussed further under section 6.1.1. 
Limitations. However, the relatively high response rate offset this 
limitation somewhat. 

As noted above, all firms in the sample belong to one industry, "the 
prefab house and joinery industry". From the Swedish statistical bureau 
(SCB), we requested a record of all firms with more than 10 employees 
in the selected industry that were in operation 1992. Since then 64 firms 
have filed for bankruptcy. Of these, 28 were able to reorganize using the 
same management while 36 firms closed down. The usable response rates 
in the three groups are 51% (no bankruptcy), 61% (reorganized), and 
47% (final bankruptcy)3. In this part we only utilized the former two 
groups, that is, the groups still in operation. That left us with 139 usable 
questionnaires, with a usable response rate of 53 %. In all cases it was the 

3  The criteria used for determining whether the firm is reorganized or bankrupt is 
discussed in chapter 14. 
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CEO that answered the questionnaire. A demographic profile of the 
respondents is found in Appendix 5. 

4.5 	Measures and Operationalizations 

The questionnaire (Appendix 3 & 4) includes several questions and scales 
that were not included in this study. The reason for this was that we could 
not use more than a few variables in each analysis. In the order they 
appear in the questionnaire the excluded questions are: 
• Entire section 2 (Role Ambiguity scale) 
• Questions 1 to 17 in section 3 (Firm orientation scales; Results - 

Process (1-3), Employee - Job (4-5), Open - Closed (6-12), 
Professional - Parochial (13-14), Tight - Loose Control (15-17) 

• Entire section 4 (Environmental dependency scale) 
• Questions 6-10 in section 5, first page (Performance in 1992) 
• Questions 2 (Gender), 3-4 (Education), and 5 (Functional experience) 

in section 5, second page 

Some of the scales used were also modified after examining the responses, 
based on factor analysis. That is, if a certain item in a scale failed to form 
a factor with the other items, and an examination of the actual wording 
led us to believe that misinterpretations could have occurred, we deleted 
the item from the scale. The deleted questions are: 
• Section 1, first part, questions 1 and 2 (Need for cognition scale) 
• Section 1, second part, question 1 (Self-efficacy scale) 
• Section 1, third part, question 10 (Strategy scale) 
• Section 3, questions 18 and 20 (Firm orientation scale, Internal - 

Market) 
• Section 3, question 24 (Firm orientation scale, Implementation - 

Planning) 

4.5.1 	Firm Performance 

Market performance was operationalized by three items; 1) relative 
market share growth, 2) relative sales growth, and 3) relative customer 
satisfaction. Financial performance comprised two items; 1) relative 
profitability and 2) relative productivity. Both measures used the lead 
question "Compared to our competitors our (performance measure) is..." 
on a 5-point Liken scale anchored at "much below average" and "much 
above average". Further, both are formative (or additive) scales. 

4.5.2 	Firm Orientation 

The internal - market orientation scale (2 items) was measured by firm 
practices (See Hofstede et al, 1990).The two concepts formed a 
continuum, with the center implying a neutral stance. The implementation 
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- planning orientation scale (3 items) was similarly constructed. Both 
scales were measured on a 5-point Likert scale anchored at "never 
happens" and "happens all the time". Information about the scales and the 
actual items are found in Appendix 6. 

4.5.3 	CEO Personality 

Tolerance for ambiguity (4 items) was modified (from  Lorsch  & Morse, 
1974) to be specific to the context and behaviorally anchored. The self-
efficacy scale (6 items) was drawn from locus of control  (Rotter,  1966; 
Paulhaus, 1983; and Powell, 1992). The measures were modified to be 
industry specific, behaviorally anchored, and not concerned with 
outcomes to comply with the requirements of a self-efficacy measure. 
Finally, the need for cognition scale (7 items) was modified from known 
scales (Cacioppo & Petty, 1982 and Cacioppo et al, 1984) to tap 
behavioral tendencies. All items were measured on a 5-point Likert scale 
ranging from "strongly disagree" to "strongly agree". More information 
and the items utilized can be found in Appendix 6. 

4.6 	Method of Analysis 

Hypothesis H1 (i.e., financial and market performance constitute two 
separate constructs), was tested in two ways. First the five performance 
items were subject to factor analysis using SPSS 6.1 for Macintosh, 
determining the convergent and discriminant properties of the 
performance constructs. Second, we examined the empirical correlation 
between the two dimensions to further evaluate distinctiveness. 

Following this, to test the remaining hypotheses, a path model was 
examined. For this analysis the software EQS (Bentler, 1993), and, more 
specifically, the unstandardized regression estimates were utilized. The 
significance (a t-statistic) of the unstandardized estimates are supplied by 
EQS. We used the unstandardized estimates so comparisons between 
results from both dependent variables could be made. 

4.7 	Validity and Reliability 

According to Yin (1989) a researcher must maximize four aspects of the 
quality of any design: 
• Construct validity 
• Internal validity 
• External validity 
• Reliability 
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4.7.1 	Validity 

In the context of scale-development, DeVellis (1991) discusses three 
validity categories; content validity, criterion-related validity and 
construct validity. Content validity is concerned with whether a set of 
items really reflect a content domain. In theory, a scale has content 
validity when its items are a randomly chosen subset of the universe of 
appropriate items. This is easy if the universe is known, but that is 
unfortunately not the case for many areas. A tactic to improve content 
validity is to let experts review the items  (ibid.).  In this study, we have 
done several things to improve content validity. First, we have used items 
that already have been proven valid in other studies. Second, we have 
tested some of the scales on other researchers at the university. Third, we 
have done pre-tests on managers in similar industries as the one studied. 
From the comments we received, we made alterations that clarified the 
items and in some cases the items were completely rewritten. 

Criterion-related validity is at hand when an item or scale has an 
empirical association with some criterion. It is not necessary to 
understand the theoretical basis behind the association. Therefore, it is a 
more practical than scientific issue  (ibid.).  In our study we want to 
achieve high criterion-related validity by being able to find a number of 
"predictors'' for performance. We will however not be able to evaluate 
the "goodness" of these predictors in this study. 

Construct validity is about establishing correct operational measures for 
the concepts being studied (Yin, 1989). DeVellis (1991) instead confers 
that construct validity is directly concerned with the theoretical 
relationship of one variable to other variables. They are however talking 
about generally the same thing. While Yin discusses the importance of 
being able to justify a chosen measure, DeVellis discusses how the 
validation should be done. For construct validity to occur, a variable 
should follow an "in advance" theoretically elaborated pattern. For 
example, from theory we know that variable A is positively correlated 
with variable  B,  negatively correlated with variable  C  and uncorrelated 
with variable  D.  Thus, variable A should show the same results 
empirically in order to have construct validity. Ideally, some procedure 
like the multitrait-multimethod matrix (Campbell &  Fiske,  1959) should 
be used. Then it is easy to establish convergent validity (whether a 
variable correlates with a related variable) and discriminant validity 
(whether a variable is uncorrelated to an unrelated variable). 

This study is not designed to establish construct validity according to 
DeVellis (1991). There are multiple reasons why it is not. First, it would 
have required additional items in the questionnaire. Already, as the 
questionnaire stands, it is quite long and additional items might have 
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jeopardized a good response rate. Second, most of our measures draw 
heavily on earlier applied scales, that already have been tested for 
construct validity. Third, the study has a more exploratory purpose than 
those (confirmatory) studies where construct validity is essential. We do 
not expect to draw too many "certain" conclusions, but instead we aim to 
find some first tentative answers that later can be examined in a more 
confirmatory fashion. 

Internal validity is established by finding causal relationships, whereby 
certain conditions are shown to lead to other conditions, as distinguished 
from spurious relationships (Yin, 1989). However, as Yin points out, this 
validity is only a major concern where the purpose is to determine 
causality. As a snap-shot study we can never make those inferences. Still, 
we will be careful when interpreting the results, keeping in mind that 
spurious relationships may exist. 

External validity has to do with the generalizability of the findings. If the 
study's results are generalizable, other than the studied companies can 
make use of the results. The results apply to a population that is 
substantively greater than the population that was under direct study (Yin, 
1989). Thus, actions to increase generalizability improve the external 
validity. However, there is a risk involved here. If we claim that the 
results can be generalized to a too wide population, we may loose 
credibility if this is really not true. A researcher should therefore 
carefully consider how the results can apply to other populations or 
situations, and then make an honest declaration of this. 

4.7.2 	Reliability 

Reliability is a necessary but not a sufficient condition for validity. 
Perhaps, for this reason, it has been named "the poor man's validity" or 
"instant validity" (Pedhazur & Schmelkin, 1991). This infers that good 
reliability is needed in order for the study to be valid, but it also infers 
that good reliability never can be taken as a receipt that the study is valid. 
The classical measure for reliability is Cronbach's alpha. It resembles 
what DeVellis refers to as content validity (i.e., whether items of a scale 
are taken from the same domain). Cronbach's alpha may sometimes be 
misleading. A high alpha indicates that the items are answered similarly 
by the same respondent. Alpha is highly dependent on the number of 
items in a scale. Furthermore, it assumes that the scale is  uni-dimensional. 
Some of our scales, like the internal-market and implementation-planning 
(see Appendix 6), have several aspects and a high alpha is not a criterion 
for a good scale. For these scales, the only way to assess reliability (and 
validity) is by examining the actual questions. Do the questions reflect the 
theoretical assumptions made? 
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Below, in Table 4.1 we have put down some possible problems in the 
research process that can affect reliability, along with our efforts to 
reduce them. There are of course other problems that can occur. This list 
covers those we see as most crucial. 

Table 4.1 The possible problems with reliability and how they were 
addressed (Source:  Holme  &  Solvang,  1991 elaborated) 

Step in the research process Possible problems 	Our efforts to reduce them  

Questionnaire construction Are the response 	Most items are of Likert-type, 
categories exhaustive? where this problem does not 

occur. Where other alternatives 
could apply, we added an extra 
open response category. 

Respondents read 
questionnaire 

Do the respondents 	Pre-study with managers in 
understand the 	similar industries addressed and 
intentions behind each probably reduced this problem. 
question? 

Presentation of results 	Are the results not 
correctly interpreted? 

Much time was devoted to design 
of questionnaire in order to get 
clear and easily read items and 
response categories. 

We acquired an endorsement letter 
from the industry organization. 
Three waves were sent, and 
incentives offered. 

The coding was done in two 
steps. By this procedure we could 
detect all cases of missing data. 
Randomly chosen questionnaires 
have been tested by an eye-ball 
procedure and were all found to 
be correct. 

In most cases we have presented 
information in a relatively raw 
format, giving the reader the 
chance to make his own 
interpretations. 

Questionnaire answers 
	

What is the situation? 
Will the responses be 
correctly put down? 

Raw questionnaire data 
	

Too few answers? 
Too many absentees? 

Coding of questionnaire 	Carefulness? 
data 
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5 RESULTS 

At the end of this chapter, in Figure 5.2, we display the resulting path 
model with all the significant paths and correlations inserted. The 
correlations between the CEO characteristics are also displayed. S elf-
efficacy and tolerance for ambiguity evidenced the highest correlation 
(r=.38, p<.01). Self-efficacy and need for cognition had a more moderate 
correlation (r=.18, p<.05), while the correlation between need for 
cognition and tolerance for ambiguity was insignificant (r=.07, p>.1). 
The significant paths and correlations are marked by thicker lines. A 
summary of the results pertaining to the hypotheses is found in Table 5.1. 

5.1 Relationship Between Market and Financial 
Performance  

H  i,  asserting that market and financial performance are positively 
correlated, but distinct constructs, received some support. Both tests 
tended to agree with the hypothesis. First, the factor analysis indicated 
that three factors existed among the five performance items. Profitability 
and productivity formed one factor, growth in sales and growth in 
market shared the second, while level of customer satisfaction formed the 
third by itself. Although a two-factor solution would have been more in 
line with our hypothesis, this is an indication that performance is not a  
unidimensional  construct. Second, the correlation between the composite 
score for market and financial performance for the whole sample was 
0.38, further indicating distinctiveness. The correlation indicates that 
financial and market performance shared about 14 % of the variance. 

5.2 	Model Estimation 

The path model of Figure 5.2 evidenced good fit. Comparative fit index 
(CFI) reached 1.00, indicating a good fit. The x2  -test showed non-
significance (x2  = 0.42,  p  = 0.52) indicating a fitting model. R2  for 
financial and market performance reached 0.09 and 0.17, respectively, 
while R2  for the two firm orientations (implementation - planning and 
internal - market) reached 0.09 and 0.07. Although not particularly high, 
it is an indication that the model is able to capture some variability in the 
dependent variables. 

5.3 	Hypotheses Testing 

5.3.1 	Firm Orientation and Performance 

Neither H2a nor H2b, conferring that an emphasis for the market will be 
associated with higher financial and market performance, could be 
supported. Thus, there is no evidence of differences in performance 
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between those who emphasize external factors compared to those who 
emphasize internal criteria. 

Further, H3a, regarding implementation - planning orientation and 
financial performance, hypothesizing that firms with a planning emphasis 
tend to have lower financial performance, received no support. The 
related hypothesis regarding market performance, H3b, stating that firms 
emphasizing planning orientation tend to be related to better market 
performance, could not reach significant levels either. Consequently, 
neither implementation nor planning orientation evidenced a relation to 
firm performance. 

	

5.3.2 	CEO Characteristics and Performance 

Regarding tolerance for ambiguity, hypotheses H4a as well as H4b, were 
both strongly supported. Thus, CEOs that perceive higher tolerance for 
ambiguity were strongly related to firms that portrayed both better 
financial (b=.26, p<.01) and market (b=.26, p<.01) performance. 

For self-efficacy, H6a, that linked CEOs with high perceived self-efficacy 
to firms with higher financial performance, was not supported. However, 
H6a, that linked CEOs with higher perceived self-efficacy to firms with 
higher market performance, was moderately supported. Higher self-
efficacy was significantly related to better market performance (b=.21, 
p<.05). 

For need for cognition, Hga  hypothesized a negative relationship between 
CEOs' level of need for cognition and financial performance, while Hgb 
hypothesized a negative relationship between CEOs' level of need for 
cognition and market performance. The results do not indicate that such a 
link exists for either financial or market performance, even though there 
was a relatively strong tendency that high need for cognition may be 
related to better market performance. Although at a less than significant 
level, this result tends to contradict Hgb. 

	

5.3.3 	CEO Characteristics and Firm Orientation 

Internal - market orientation. The first hypothesis, H5a, conferring that 
the CEOs' level of tolerance for ambiguity will tend to be positively 
related to the market orientation, was not supported. The second, H7a, 
stating that CEOs with high levels of self-efficacy will tend to be 
associated with market orientation, was not supported either. As with 
CEO's tolerance for ambiguity, self-efficacy showed no evidence of a 
relation to either market or internal orientation. Finally, the third 
hypothesis, H9a, which stated that CEOs' level of need for cognition tend 
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to be negatively related to the market orientation, was supported. High 
CEO need for cognition had a significant relation (b.-.25, p<.01) to the 
market orientation of the firm. Thus, CEOs with high need for cognition 
tended to emphasize internal orientation. 

Implementation - planning orientation. First, H5b, that related CEOs with 
a high level of tolerance for ambiguity to firms with a planning 
orientation, received no support. The second hypothesis, H7b, received 
weak support. CEOs with higher self-efficacy tended to be weakly 
(b=.17, p<.1) related to  finns  emphasizing planning over implementation. 
Finally, H9b, conferring that CEOs with a high need for cognition tend to 
be associated with planning rather than implementation, was supported. 
The results indicated a strong link (b=.18, p<.01). 

*: p<0.1, **: p<0.05, ***: p<0.01 
a 	This construct is a continuum that ranges from (full) internal orientation to (full) 

market orientation.  
b: 	This construct is a continuum that ranges from (full) implementation orientation to 

(full) planning orientation. 

Figure 5.2 The examined model with the path-coefficients and 
correlations. Significant paths and correlations have broader 
lines for clarity. 
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Table 5.1 Summary of Results 

Hypothesis Posited Relationship Estimated 
Path 

Coefficient  
Result 

Hl  Market performance and financial performance constitute 
two distinct dimensions of firm performance. 

r=0.38 Supported 

H2a The higher a firm's market orientation, the higher its 
market performance. 

0.01 Not 
Supported 

H2b The higher a firm's market orientation, the lower its 
financial performance. 

-0.01 Not 
Supported 

H3a  The higher a firm's planning orientation, the lower its 
market performance. 

-0.03 Not 
Supported 

H3b The higher a firm's planning orientation, the lower its 
financial performance. 

-0.01 Not 
Supported 

H4a  CEOs who perceive higher levels of tolerance for 
ambiguity will tend to be positively associated with firms 
that depict higher financial performance. 

0.26 Supported 
p<0.01 

H4b CEOs who perceive higher levels of tolerance for 
ambiguity will tend to be positively associated with firms 
that depict higher market performance. 

0.26 Supported 
p<0.01 

H5a CEOs who perceive higher tolerance for ambiguity will 
tend to be positively associated with firms that emphasize 
the market orientation. 

0.07 Not 
Supported 

H5b CEOs who perceive higher tolerance for ambiguity will 
tend to be positively associated with firms that emphasize 
the planning orientation. 

0.06 Not 
Supported 

H6a CEOs who perceive higher levels of self-efficacy will tend 
to be positively associated with firms that depict higher 
financial performance. 

0.06 Not 
Supported 

H6b CEOs who perceive higher levels of self-efficacy will tend 
to be positively associated with firms that depict higher 
market performance. 

0.21 Supported 
p<0.05 

H7a CEOs who perceive higher levels of self-efficacy will tend 
to be positively associated with firms that emphasize the 
market orientation. 

-0.07 Not 
Supported 

H7b CEOs who perceive higher levels of self-efficacy will tend 
to be positively associated with firms that emphasize the 
planning orientation. 

0.17 Supported 
p<0.10 

Hga  CEOs who perceive higher levels of need for cognition 
will tend to be negatively associated with firms that 
depict higher financial performance. 

-0.00 Not 
Supported 

Hgb CEOs who perceive higher levels of need for cognition 
will tend to be negatively associated with firms that 
depict higher market performance. 

0.12 Not 
Supported 

H9a CEOs who perceive higher levels of need for cognition 
will tend to be negatively associated with firms that 
emphasize the market orientation. 

-0.25 Supported 
p<0.01 

H9b CEOs who perceive higher levels of need for cognition 
will tend to be positively associated with firms that 
emphasize the planning orientation. 

0.18 Supported 
p<0.01 
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6 	DISCUSSION AND CONCLUSIONS 

6.1 	Discussion 

6.1.1 	Limitations 

Although we are studying an entire industry and achieved a fairly high 
response rate, the relatively small sample size is a limitation of this study. 
Further, our ignorance of the missing 37 % of the CEOs is another 
limitation. Are the 63 % that answered the questionnaire representative of 
the entire industry? Are those CEOs who lead poor performing firms 
under-represented, due to a reluctance to report failure, or a situation 
where every minute seems needed just to keep the firm alive? Certainly, 
we can't be as confident as we want to be concerning the generalizability 
of our results. 

Another important limitation is that we have only examined linear and 
direct effects in this study. Non-linear and moderating effects can thus be 
hidden in the data. Since only CEO characteristics and firm orientation 
are used as explanatory variables, there may be other groups of variables 
that could off-set our results, at least in part. Further, some 
operationalizations are somewhat problematic. Need for cognition tend to 
focus on formal aspects of thinking and less on more informal aspects. 
Likewise, the operationalization of the planning orientation is perhaps too 
biased towards formal aspects of planning. One of the performance 
indicators, relative market share growth, may be very difficult to asses 
for the CEOs, in a changing market. Moreover, it becomes more difficult 
to assess each and every one of the performance measures when the 
market is turbulent. However, an analysis of self-reported performance 
compared to performance calculated from filed company reports 
regarding 1992 reveal that there is a highly significant correlation 
between the two performance indicators for the responding firms. 

We tested 19 hypotheses in this analysis. Given that the significance level 
is 0.10, 10 % of the significant results may be due to chance. Therefore, 
we should be careful when interpreting results that show only weak 
significance. Moreover, the mix of two industry segments may confound 
the results, since the two segments are not experiencing the exact same 
environment. Lastly, since this is not a longitudinal study, inferences 
regarding cause and effect cannot generally be drawn. Therefore, we see 
this study more as an exploratory venture, and our results and 
conclusions are more tentative than definite. Our aim is to provide some 
interesting points, based on our empirical material, that in the future can 
be assessed in a more confirmatory manner. Having said that, we will 
discuss our findings. 
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We will use the discussion to expand on three results: 
a) The impact of CEO characteristics on both firm orientation and firm 

performance,  
b) The non-significance regarding firm orientation's impact on firm 

performance, and  
c) The differential effects on market and financial performance. 

6.1.2 	CEO Characteristics as Potent Factors 

An interesting pattern of results emerge concerning the potent influence 
of CEO characteristics on firm performance. In order to discuss this 
pattern, it is important to understand the interrelationships among the 
three CEO characteristics. Tolerance for ambiguity is almost entirely 
focused on how external events affect the CEO. Self-efficacy focuses on 
both external as well as internal aspects, while need for cognition tends to 
focus on internal factors (cf. items in Appendix 6). The correlations 
between the three CEO characteristics indicate that tolerance for 
ambiguity and need for cognition are virtually independent, while self-
efficacy is moderately and positively related to both the other 
characteristics. This accords with the notion of an internal and an external 
facet of CEO characteristics. The three personality dimensions and their 
relation to firm orientation and firm performance are displayed in figure 
6.1 below. 

Focus 

CEO Personality 

Internal 	 External 

4 	 1110- 

Need for 	 Tolerance for 
Cognition 	Self-Efficacy 

Ambiguity 

Importance for 
Firm Orientation HIGH 

Importance for 
Firm Performance LOW 	 HIGH 

Figure 6.1 The relative importance of internally and externally focused 
dimensions of CEO personality on  finn  orientation and firm 
performance. 

Evidently, in turbulent situations, it seems that external factors are more 
related to performance, while internal factors are more related to firm 
orientation. Self-efficacy, the partially external/partially internal 
characteristic showed a weak relationship towards both firm performance 
and firm orientation. This can be related to the fact that when the firm's 
environment is constantly changing, the need for resources to cope with 
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external problems become more apparent. The differences in firm 
performance may mainly be due to how firms can take advantage of 
opportunities that the environment presents them with. In a more stable 
setting, the external facet is probably less important, since there are, by 
definition, only small changes in the environment. Unlike the turbulent 
case, we can expect that the environment only accounts for a small share 
of differences between firms' performances. Internal factors, e.g., being 
able to control the operations, instead become more important. Support 
for this argument is found in Reed, Lemak & Montgomery (1996). The 
reason why firm orientation is related to the internal facet seems more 
obvious. Firm orientation deals with how the firm, internally, is disposed 
to do in certain situations. Irrespective of environment, the internal 
aspects of CEO characteristics seem more influential on firm orientation. 

According to our results, tolerance for ambiguity seems vital in the 
turbulent setting. The high uncertainty induced by regulatory changes and 
a turbulent market leaves CEOs with low tolerance for ambiguity in a 
difficult situation. Their colleagues with higher tolerance for ambiguity 
possess greater coping resources to deal with the uncertainty  (Gul,  1986), 
which seem to have helped them to achieve better performance for their 
firms. Self-efficacy, although less externally focused has surprisingly 
weak relation to performance. After all, perceived self-efficacy should 
relate to a person's confidence in being able to control events in his/her 
situation (Wood & Bandura, 1989). In the situation experienced by the 
industry, one would believe that those with better confidence in their 
ability to control events would have a clear edge. But, a more confident 
CEO (i.e., with higher self-efficacy) tends, according to our results, to be 
much less influential in achieving firm performance than a CEO with 
more resources to cope with ambiguity (i.e., higher tolerance for 
ambiguity). 

As noted, the pattern is reversed when it comes to firm orientation. Here 
the more internally focused characteristics were the most influential. 
Perhaps this is not so surprising, given that firm orientations are firmly 
based within the firm. The CEO's perception of need for cognition 
evidenced strong relations to firm orientation. Higher need for cognition 
tends, as hypothesized, to be related to planning and internal orientation. 
In other words, CEOs that are analytically oriented (i.e., have high need 
for cognition) are, based on our results, more likely to be found in a firm 
that emphasize planning over implementation and internal criteria over 
market considerations. Similarly as for firm performance, CEOs with 
higher perceived self-efficacy were only weakly related to firm 
orientations. Higher self-efficacy tended, however wealdy, to be related 
to the planning orientation, as we hypothesized. CEOs with better 
confidence to manage their situation accordingly tend to emphasize 
planning rather than implementation. 
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6.1.3 	Non-Significance as Opportunity 

As noted, our model fails to show any significant effects of firm 
orientations on firm performance. The four aspects of firm orientation; 
implementation, planning, market and internal all seem to be powerful 
indicators of how the firm is oriented, especially in a turbulent situation. 
It is perhaps most surprising that we could not find any relationship 
between market orientation and market performance. However, as noted 
above, a lack of significant results does not necessarily mean that there is 
no relation between two variables. It only shows that we could not find 
significant direct effect. One potential moderating factor is strategy 
choice. Using Porter's (1980) generic strategies, we will expand on some 
anticipated relationships that could reveal something about the underlying 
mechanisms. 

If a firm is using differentiation as their competitive advantage, the 
market orientation seems more appropriate than the internal orientation. 
Differentiation implies serving the customer better than the competition. 
This seems easier for the market oriented firm. We can talk about a 
probable match between the market orientation and the differentiation 
strategy. Likewise, another match is probable between firms using cost 
effectiveness for strategy and emphasizing internal orientation. Both 
stress the need to keep the operations cost efficient. 

If either of these strategies are combined with focus, then the planning 
oriented firm matches better than its implementation oriented colleague. 
This is based on the necessity for the focused firm to be able to provide 
their chosen segment with what they demand. This necessitates planning. 
The more broadly oriented firm wants to satisfy all customers regardless 
of their special conditions, therefore the need for specialized information 
(i.e., planning) is less crucial. 

If our reasoning is true, firm strategy could help to clarify the 
relationship between firm orientation and firm performance. This will be 
explored further in part III. We must also bear in mind that our 
operationalization of planning mainly focuses on formal planning. The 
relation to performance can differ substantively between formal and 
informal planning. For example, Grinyer & Norburn (1975) found a 
positive relationship between informal planning and performance, while 
there was no relation between formal planning and performance. 

	

6.1.4 	Differential Antecedents of Firm Performance 

Finally, regarding the differential effects on market and financial 
performance, it seems evident that utilizing only one performance 
dimension can bias the findings. Even though our results regarding 
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market and financial performance only differed on one variable (namely 
self-efficacy that evidenced a significant result regarding market 
performance, while the result regarding financial performance proved 
insignificant), this discrepancy is an indication that market and financial 
performance cannot substitute each other. Using one without the other 
provides different results, and both must be included in order for the 
analysis to be complete. The reason for the discrepancy is not evident. 
Why is CEO self-efficacy related to market performance, but not 
financial performance? Perhaps, the better confidence that higher self-
efficacy supplies only helps the CEO to better understand the market, 
while it can not help the CEO understand the mechanisms that control 
profitability. It can be argued that it is easier to achieve better market 
performance (especially sales growth) than better profitability. While the 
former can be improved by for example lowering the firm's prices, there 
is no direct way to improve the latter. 

6.2 Conclusions 

On our question posed in the title of this thesis, the evidence clearly 
indicates an affirmative answer. CEOs do seem to matter. Some aspects of 
CEO personality (tolerance for ambiguity and self-efficacy) tend to be 
related to firm performance, while others (need for cognition and self-
efficacy) evidence clear relationships with firm orientation. Taken 
together, the results indicate that CEO factors may play an important role 
when we want to understand firm factors, especially in the situational 
context of this study, that is, small firms in a turbulent setting. 

For academicians the major implication of this study lies in its overall 
result. Although many researchers have paid little attention to CEO 
characteristics in earlier studies, our result implies that CEO 
characteristics can enhance our understanding of firm performance. For 
future studies, especially those carried out in smaller firms, the CEO and 
his/her characteristics ought to be considered. As we discussed earlier, the 
CEO is not seldom included implicitly in management and organizational 
research. We have provided some evidence that an explicit inclusion 
could be a better way to find answers about firm performance. One 
reason why little work has been done in this field may lie in the fatalistic 
property of the findings vis-à-vis managers. If a certain characteristic 
proves to enhance performance (e.g., high tolerance for ambiguity), this 
information may be considered irrelevant for managers, since they cannot 
change their personality. They can, however use the information in two 
ways to improve their position. First, they can hire assistants with the 
desired personality, in order to off-set their own potential disadvantage. 
Second, by learning from this and other studies in different 
environments, managers can find out which situations that fit them, and 
subsequently apply for jobs (or start new businesses) in those settings. 
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The information provided by a study like this may of course also be of 
interest to the people who are involved in employing managers, that is, 
owners and employment consultants. 

Another important implication is that financial and market performance 
evidenced different results, due to the fact that they form two separate, 
although related, constructs. The conceptualization and operationalization 
of performance in this study capture two aspects of firm performance 
that may be of interest. Future researchers may use other aspects of firm 
performance, but should be aware that this choice is important. By 
choosing wisely, a clearer picture of the situation may be drawn. 
Therefore, we feel that time spent to carefully consider several facets of 
performance may be an important investment in the early stages of the 
research process. 

An interesting avenue for future research could be to expand on the 
model outlined in this part to include other factors regarding the CEO 
(e.g., experience or other dispositions), other firm orientations, and also 
include other groups of variables such as strategy, structure, etc. The 
rationale for including strategy is evident from the discussion above. 
Future studies could also consider other than direct effects. Then we can 
examine the relative impact of the different variables and perhaps better 
understand how much difference the CEO really makes. In the next part 
we will follow this advice in part and expand the model to include direct 
and moderating effects of firm strategy. 
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PART III: THE DIRECT AND 
MODERATING EFFECT OF STRATEGIC 

COMPETENCE 

From part II, we found that CEO characteristics seem to have 
considerable impact on firm performance and firm orientation. However, 
since only direct effects were examined, there may be hidden results that 
can further improve our understanding of CEO characteristics impact on 
firm factors. In this part we will investigate the effect of strategic 
competence, defined as ability to perform strategies. This study utilizes 
Porter's (1980) strategic typology, with differentiation, cost effectiveness, 
and focus as indication of strategies. The rationale for expanding the 
model to include moderating effects of strategic competence was briefly 
outlined in section 6.1.3. above. 

The purpose of this part is to conceptually develop and test a framework 
of firm performance using strategic competence as a moderator. A 
moderating effect occurs when a relation between two variables is 
depending on a third (moderating) variable. Strategic competence can 
thus be seen as a contingency variable. We want to examine whether the 
relationships evidenced in part II are contingent on strategic competence. 
Direct effects of strategic competence will also be examined in a separate 
(simple) framework. This study uses the same empirical material as in 
part II, the only difference being the inclusion of strategy. First, we will 
discuss strategy and posit hypotheses for direct effects of strategic 
competence on firm performance. Then, a conceptual framework, using 
strategic competence as a moderating variable will be developed and 
discussed. Hypotheses identical to those in part II will not be discussed, 
but simply stipulated. Likewise, unless otherwise stated, 
conceptualizations are the same in part III as in part II. 
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7 	DIRECT EFFECT OF STRATEGIC COMPETENCE 
ON FIRM PERFORMANCE 

7.1 	Definitions And Strategic Typologies 

Strategy can be defined as "the match an organization makes between its 
internal resources and skills.., and the opportunities and risks created by 
its external environment" (Hofer & Schendel, 1978). The strategy is the 
way a company proposes to survive in its setting. Firms should thus work 
to adopt the strategy that they believe will achieve the optimal output for 
the firm, which in turbulent environments may become a continuos 
process. As the environment changes, the firms' strategy should be 
changed to fit the new situation. However, Hedberg et al (1976) 
contended that turmoil only makes companies do what they have done 
earlier more intensely. In support of this, Grønhaug &  Falkenberg  
(1989) found that none of the firms in their study changed their basic 
strategy when the environment changed from "boom" to "bust". Firms 
seem thus to be stuck with the once chosen strategy. This can perhaps be 
attributed to the CEO and the fact that this person (due to background 
and personality) carries a preference and ability for a certain strategy. 
Real change in strategy would then only occur when the CEO is replaced. 

Different strategic approaches can be categorized (or typed) in several 
ways. Perhaps the two most popular and widespread are Miles & Snow's 
(1978) and Porter's (1980) typologies. In Miles & Snow's original 
typology there are three strategic competencies including prospectors 
(who are innovation and growth oriented), defenders (who are cost 
conscious and risk averse) and reactors (who essentially only react to 
what other firms do). In Porter's classification, there are also three 
strategic postures but they differ substantively from Miles & Snow's. 
Specifically Porter proposed differentiation (which creates an advantage 
by making distinct, high-quality products), cost effectiveness (where the 
advantage lies in a superior value for the customer) and focus (where one 
of the two former options of strategy are targeted on a segment of the 
market). A firm that is not committed to either differentiation or cost 
effectiveness is according to Porter "stuck in the middle", and doomed to 
inferior performance. 

Despite their differences, there are similarities between the two 
typologies. The prospector and the differentiation strategy both strive to 
create products superior in function or style. Both typically have 
extensive R&D and marketing expenditures. The strategy of the defender 
as well as the cost effectiveness strategy are concerned with providing 
products at the lowest possible cost, thus giving their customers superior 
value. The reactor strategy can be compared to Porter's "stuck in the 
middle" notion. Both these strategies (or rather non-strategies) follow no 
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a priori rules, and thus have no real strategic thrust. Porter's focus 
strategy has no counterpart in Miles & Snow's typology. In both 
typologies, however, the underlying premise is that the use of specific 
strategies yield superior firm performance over those firms that do not 
use strategies. Additionally, both typologies posit that among the various 
strategic competencies, high performing firms are more likely to select 
that strategy which is most consistent (or congruent) with its 
environment. In contrast, low performing firms fail to optimize the fit 
between their strategic competence and environment. Thus, optimal 
strategic competence is contingent on the environment. 

	

7.2 	Choice of Typology 

In this study we will use Porters generic strategies. There are several 
reasons for this. 

• Extensively tested. See e.g., Miller & Friesen (1986 a,  b),  that provide 
validation4. 

• Include focus strategies. May play a more important role when firm 
size is fairly small. 

• Lack of knowledge regarding the link between CEO and Porter's 
strategies. 

• Linked to performance. Porter's strategies were developed to be 
linked to performance (which is our focus), whereas Miles & Snow's 
types were related to structure and processes. 

• Appropriate unit of analysis. Porter focuses on the level of the firm 
(our focus), and not on the level of the CEO as Miles & Snow does. 

However, as noted above, there are similarities between Porter and Miles 
& Snow. In the discussion below, we use both these strategic typologies 
(as well as studies using other operationalizations of strategic 
competence) to build our hypotheses. 

	

7.3 	Direct Effect of Strategic Competence on Firm 
Performance 

The simple framework to study the direct effects of strategic competence 
on firm performance is displayed in Figure 7.1 below. The model 
hypothesizes direct effects from each one of the three strategic 
competencies on both financial and market performance. 

4  There are some aspects of Porter's generic strategy that have been debated. This will be 
discussed later in section 8.1. 
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Financial 
Performance 

H1la 

Differentiation 
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Performance  

Strategic 
Competence Firm Performance 

Cost 
Effectiveness H10a  

Figure 7.1 The framework used for studying direct effects of strategic 
competence on firm peiformance 

The importance of strategies has been shown by numerous studies, in a 
wide range of settings. Ramaswamy, Thomas & Litschert (1994) showed 
that strategy variables had more impact on performance than regulations 
had in a heavily regulated setting, and Tan & Litschert (1994) 
demonstrated the importance of strategies in a state planned setting 
(China) by establishing a link between strategy and performance. In more 
competitive settings the link between strategy and performance is even 
more significant. Zahra & Pearce (1990) reviewed studies on Miles & 
Snow's typology and conclude that there is strong support for the 
proposition that firms with no real thrust in their strategy (reactors) will 
be outperformed by the types that do have a strategic thrust. In a study of 
consumer durables industry (part of the PIMS5  database), Miller & 
Friesen (1986 a,  b)  showed similar results for Porter's strategies. Firms 
that had more strategic competence outperformed those where no 
strategic thrust was identified. 

Firm strategy may affect short term focus on performance. Firms that 
are differentiative usually watch customer needs (present and future) as 
most important. Short term profitability has lower priority. These 
companies are prepared to sacrifice profit today (i.e., financial 
performance) for market shares and customer satisfaction (i.e., market 
performance). On the other hand firms emphasizing cost effectiveness 
regard financial performance as most important. They are prepared to 
sacrifice some of their market performance for a better financial 
performance. Kim & Lim's (1988) results tentatively support this by 
showing that firms high on cost effectiveness have better financial 

5  PIMS ("Profit Impact of Market Strategy") is a database including more than 3000 
business units. See Buzzel & Gale (1987) for more details. 
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performance (Return on equity, Return on assets) and firms high on 
differentiation have better market performance (Sales growth). The 
strength of these findings is however weak due to a small sample. Other 
studies that also in part confirms this are Parker & Helms (1992), Davis 
&  Schul  (1993) and Tan & Litschert (1994). 

When the market situation is very bad and the majority of firms fight for 
mere survival, as is the case among most firms in our industry at focus, 
we believe that the same pattern will be portrayed, perhaps even 
somewhat accentuated. We can expect all firms to reduce costs in order 
to survive, but the former category of firms will be very careful when 
doing so and the latter category will try to cut costs to an absolute 
minimum. This leads to the following hypotheses: 

H10a: Firms with more competence in cost effectiveness will evidence a 
significantly better financial performance than firms with lower 
competence in cost effectiveness. 

HMI):  Firms with more competence in differentiation will evidence a 
significantly better market performance than firms with lower 
competence in differentiation. 

The strategic competence in focus (by having a distinct array of products 
or a distinct niche of the market) can result in both positive and negative 
outcomes. Normally, having a focused array of products will imply that 
the company has a specialized competence, either as a low cost 
manufacturer or as a manufacturer of niche-products (or perhaps both). 
Focusing on a small niche of the market could mean both a regional (e.g., 
only the vicinity closest to the firm's location) and a special niche (e.g., 
ecological or luxury houses). By the specialization the companies hope to 
create their own strategic group, and thus reduce the competition. Chell 
& Haworth (1991) studied a declining (textile) industry with small firms 
and found that specialized companies were better to withstand the 
problems than other companies. In this study "specialized" could be 
interpreted both as focused and as differentiative. 

Focusing can lead to problems in declining markets. The focused 
company has less diversification, which could lead to a greater loss of 
sales if the chosen niche is sensitive to bad times. A general risk with 
focusing is that customer taste can change and leave a focused company 
with products nobody demands. If the focused company doesn't watch 
out, it might also be outfocused by a competitor that becomes even more 
specialized. But generally we believe that firms in the examined business 
segment do better if they focus. Most firms are small and a non-focus 
strategy for these firms will probably lead to bad performance, due to 
the fact that the resources will be spent on a too wide variety of products 
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and/or customers, and when they have to make choices, they don't have a 
clear answer. For larger firms it is probably less critical, but still an 
advantage to focus. Hofer (1980) states that a clear, and focused strategy 
can be more important to goal achievement than the strategy itself. This 
can be interpreted as a support for the idea that strategic competence in 
the focus strategy is positive. Thus the following hypotheses: 

H1 la: Firms with higher competence in the focus strategy will evidence a 
significantly better financial performance than firms with less 
competence in the focus strategy. 

Hub: 
 Firms with higher competence in the focus strategy will evidence a 

significantly better market performance than firms with less 
competence in the focus strategy. 
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8 	CONCEPTUAL FRAMEWORK FOR STUDYING 
THE MODERATING EFFECT OF STRATEGIC 
COMPETENCE ON FIRM PERFORMANCE AND 
FIRM ORIENTATION 

The conceptual framework utilized to understand financial and market 
performance of firms is described in Figure 8.1. The model hypothesizes 
interrelationships among CEO characteristics, firm orientation and 
performance. Each horizontal arrow in the figure represents multiple 
relationships as each construct in the preceding box is hypothesized to 
affect each construct in the following box. The vertical arrows represent 
moderator effects. The hypotheses corresponding to the relationships are 
displayed by each arrow. 

In this chapter we will discuss single strategic competence, and 
combinations of these competencies. Based on this, we briefly outline 
eight different strategic groups and their characteristics. Finally, the 
hypotheses pertaining to the framework will be put forward. 

Figure 8.1 The hypothesized model for studying the CEO characteristics 
and firm orientation as determinants of market and financial 
performance, using strategic competence as a moderator. 

8.1 	Single Strategy vs. Combination Strategies 

Early research on Porter's (1980) and Miles & Snow's (1978) strategic 
types tended to view the various strategies as distinct and mutually 
exclusive competencies, that is, one can not be both a prospector and a 
defender, or both differentiative and cost effective. Moreover, Porter's 
warning that firms should avoid getting "stuck in the middle" was 
interpreted by many as favoring strategic competence that is singular. 
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Recently Miller (1992) gave voice to the collected criticism of this 
assertion. Both his own work from 1986 and forward as well as the work 
of other researchers point in the other direction. Instead of being 
outperformed when not concentrating on one single strategic competence, 
it could be the other way around. Firms that do not acquire skills in both 
differentiation and cost effectiveness may loose in the long run. There 
are several reasons for this. First, consumers most often are interested in 
both good quality and a good price. Failing to provide both may 
jeopardize the firm's position in the market. Second, it is harder to 
imitate a combination strategy. Firms working with both strategies in a 
creative way are thus less likely to suffer from other firms trying to 
imitate their combination strategy. Third, a combination strategy may 
actually have synergistic effects. High quality, for example, may be 
associated with low, not high, costs in production (see e.g., Reed, Lemak 
and Montgomery, 1996). Furthermore, style and quality can boost 
demand which usually produces a scale advantage in production and 
marketing. Adding value, the raison d'être for companies, may demand 
that firms produce better products and reduce price at the same time. 

In a practitioner oriented article, Miller (1992) offers some cases when a 
combination strategy is not the best choice. His advice to managers is to 
maintain a focus for either cost effectiveness or differentiation 

• when the market has an overriding preference for either end of the 
spectrum 

• when customers render the combination impossible by putting 
demands on products that are incompatible unless a single strategy is 
used 

• in markets where economies of scale are very important. 

These exceptions, however, apply only to some industries. In many 
industries the name of the game may be to find a winning configuration 
of strategies that satisfies customers, keeps competitors behind, and is 
compatible with the resources and skills at hand. 

An illustration of the above are found in Corsten & Will (1993). Their 
notion of "simultaneous competitive strategies" are closely related to what 
was earlier referred to as combination strategies. Instead of concentrating 
on one of either cost effectiveness or differentiation, the firm 
simultaneously applies both and operates on "the diagonal" and not on 
"the axis" (See figure 8.2 below). 
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Figure 8.2 Simultaneous competitive strategies compared to 
conventional. Adapted from Corsten & Will (1993). 

Almost all studies using Miles & Snow's or Porter's typologies settle for 
the categories given by the typologies, thus leaving room for only a 
restricted description of the firm's strategy. There is naturally some 
information lost in the process transforming an actual strategy into a 
small number of categories, and further this transformation is not always 
clear. As an illustration of this, it is interesting that Grønhaug &  
Falkenberg  (1989) found perceptions about employed strategy to differ 
greatly between the company and its competitors, and that the 
researchers' "objective" view was not consistent with either. 

As earlier noted, there are two major problems inherent with forcing a 
firm's strategy into a small number of categories. First, we cannot 
distinguish between different magnitudes of the strategy employed, which 
could put firms with minor competence in a strategy with those that have 
significantly higher competence. Second, if only one strategy per firm is 
possible, we cannot use the notion of combination strategies. The 
analytical type of Miles & Snow's typology (which is a combination of 
prospector and defender) emerged as an answer to the problem of 
finding several disparate strategic competencies within the same firm. 
Even if adding new types can help, typologies still suffer from the 
problems discussed above. The reason why typologies are used is one of 
parsimony. Researchers want to be able to draw relatively rich pictures 
without having to focus on too many variables (cf.  Dess,  Newport, and 
Rasheed, 1993). Good typologies allow that to some extent. Instead of 
having several variables measuring strategy in the analysis, one can settle 
for only a few categories, which simplify the methodological problems 
and usually make the analysis more comprehensible for the readers. We 
propose, however, that combination strategies can be included without 
losing too much of the parsimony. This can be accomplished by, for 
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example, using clusters where we not only look for the "pure types" of 
strategic competence but also for combinations. Another possibility is to 
regard the different types as independent strategic competencies. For 
each firm we thus assess and use the magnitude of each strategic 
competence. 

As pointed out earlier, most researchers tend to ignore the notion of 
strategic combinations and its implications on performance. There are, 
however, a few studies that have been explicit about this. In an attempt to 
test Porter's strategies, Miller & Friesen (1986 a,  b)  studied consumer 
durable firms and found that the different types do exist. Contrary to 
Porter's theory, these types were not extremes on a continuum but 
independent strategies, i.e., a firm may, without getting "stuck in the 
middle", employ both cost effectiveness and differentiation at the same 
time. Actually the study concluded that it is strategic competence per se 
that produces profitability. The more strategic competence (that is, ability 
to use strategies) a firm had, the better it performed and firms employing 
a combination of the two strategic types outperformed the ones that did 
not. The original notion of "stuck in the middle" applying to firms that 
did not focus totally on either differentiation or cost effectiveness can 
obviously be questioned. It seems like "stuck in the middle" better applies 
to firms that are low on both these dimensions. Wright et al (1991), in a 
study of relatively small and privately held manufacturers in a single 
industry, also found that  finns  with a combination of differentiation and 
cost effectiveness outperformed firms only using one or the other. Kim & 
Lim's study (1988) on exporting firms in South Korea supports the 
proposition that greater strategic competencies lead to better 
performance. They found that firms with distinctive competencies in 
differentiation and/or cost effectiveness outperformed the one that did not 
have these skills (which were referred to as "stuck in the middle" by the 
authors). Reitsperger et al (1993) corroborates the actual use of 
simultaneous strategies. Almost all companies in their study were found 
on the diagonal (see figure 8.2 above). 

There are several studies where this link has been implicit. Hambrick 
(1983) in a study of two similar industries found evidence in favor of 
Porter's contention about the importance of single strategies that may be 
interpreted as evidence in the opposite direction (i.e., contrary to Porter's 
theory). The forced typing in this case perhaps made the conclusions less 
clear than they could be. Venkatraman (1990), in a random sample, used 
variables connected to differentiation and innovation as well as variables 
related to cost effectiveness. The results show that all variables had a 
positive correlation with the performance measures (satisfaction with 
return on investment, net profit relative to competitors and satisfaction 
with return on sales). Examples of independent variables were 
"developing a unique competitor profile", "frequency of introducing new 
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products" and "organizational capacity to tackle a major unexpected 
threat". Since all variables can be seen as strategic competencies, this 
study also provides some support for the earlier proposition that the more 
strategic competence you have, the better you will perform. Chell & 
Haworth (1991) further support this by concluding that firms in their 
study with no strategic competence were all found among the failures, 
while most of the successes had extensive strategic competence. 

Furthermore, a too one-sided strategy, either on cost effectiveness or 
differentiation, may lead to dissatisfied customers (and no customers in 
the future) in the first case and financial problems (with bankruptcy as 
possible result) in the second. A better option would perhaps be to at least 
put some emphasis on both differentiation and cost effectiveness. 
Naturally, the strategy involving both cost effectiveness and 
differentiation is harder to accomplish. 

Taken together there is more than enough evidence to question the old 
contention that firms that use both differentiation and cost effectiveness 
will be "stuck in the middle" and fail. The alternative proposition that 
more strategic competence per se is valuable should be tested. Many 
results show a positive relationship between magnitude of the different 
dimensions and successful performance. Unfortunately, much of this 
knowledge has remained tacit, perhaps due to a too respectful attitude 
towards Porter's model. 

In the discussion about strategy above we have showed that 
differentiation and cost effectiveness can be considered as strategic 
competencies. We confer that the ability to focus also can be considered 
as a strategic competence. The rationale was discussed in chapter 7, as the 
hypotheses for direct effects of strategy were put forward. As noted, 
there is no clear indication in the literature that focus is a competence of 
its own. However, the discussion we carried out earlier points to that 
ability to focus demands that the firm has to be specialized in order to be 
successful. This specialization clearly demands competence. 

8.2 	The Strategic Competence Groups 

We have thus three strategic competencies that occur in combinations. By 
dividing firms in two groups, depending on whether they are below or 
above average for each of the three strategic competencies, we can 
distinguish eight disparate groups. Figure 8.3 shows the eight groups and 
their respective levels of the strategic competencies. We present them in 
turn. 
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Figure 8.3 The eight strategic competence groups resulting from 
relative level of focus, cost effectiveness and differentiation. 
Shading refers to level of strategic competence. 

Opportunists. This group has below average competence on all three 
strategic dimensions. They have no competitive advantages from low cost 
or from special products or services, nor have they any distinct market 
focus. We therefore named this group opportunists. They do not focus on 
any of the competencies, but instead seem to go after whatever is 
available at the moment, trying to be at the right place at the right time. 

Niche Opportunists. The difference between this and the earlier group 
lies in their focus on a fewer number of products and/or fewer number 
of customers. They still do not have a low cost advantage or a distinctive 
product. Thus we name them niche opportunists. They concentrate their 
efforts, backed by no known competitive advantage. Since opportunists 
capitalize mostly on being at the right place at the right time, a focus 
could limit their chances of success. 

Low Cost. For this group, the advantage is their low cost, which in 
customers' eyes will be good value. They have no special products or 
services, and they do not limit themselves to a special market. In other 
words, they have standard products at a relatively low price, that they 
want to sell to as many customers as possible in the market. 

Niche Low Cost. This group resembles the prior, in that their advantage 
is low cost/good value. The difference is their focus on a narrow product 
line or customer group. They concentrate their efforts, hoping that they 
become the best player within their niche. The drawback with their focus 
could be less opportunities to capitalize from scale advantages, which 
often is of importance for low cost manufacturers. 
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Specialists. Firms in this group create a competitive advantage by having 
products or services that are distinctive. They do not emphasize low costs 
and they do not focus on a niche of the market. In short, they have 
distinctive products or services that they attempt to sell to as many 
customers as possible. 

Niche Specialists. The group of niche specialists have a special product or 
service, and moreover they concentrate their efforts. As with the niche 
low cost group they hope to become the best player in a pre-defined area. 
The risk they run, as compared to the broader specialists, is analogous to 
the risk of the niche low cost group. If they are too restricted, they might 
lose scale advantages in marketing. 

Low cost specialists. This group combines having a distinctive product or 
service with being cost conscious and providing good value. They attempt 
to provide both better products or services than their competitors, as well 
as a better value. Trying to attain both does however require a 
considerable amount of resources, so it is a demanding strategy to follow. 

Niche low cost specialists. Finally, this group uses all three strategic 
competencies. They have distinctive products and services, provide good 
value, and use their competencies in a niche of the market. They can 
thereby become a very compatible competitor in that chosen market 
segment. 

8.3 	Direct and Moderating Hypotheses for the Eight 
Strategic Competence Groups 

8.3.1 	Direct Hypotheses 

Hypotheses H1 to H9, dealing with firm performance, effects of firm 
orientation on firm performance, CEO characteristics on firm 
performance and CEO characteristics on firm orientation, are identical 
from part II. Therefore, we do not discuss them here. This does not 
mean that they are already tested. In part II, these hypotheses were tested 
for the group of all operating firms (139 firms). Here these 139 firms 
are divided into eight groups (based on the typology above) and the 
hypotheses are tested for each and every group to find out if strategic 
competence affects the relation between the studied variables. 

8.3.2 	Moderating Hypotheses 

It is not unlikely that the different strategic groups will have different 
relations between CEO characteristics, firm orientations, and firm 
performance. Based on the preceding we will now pose some moderating 
hypotheses. Although hypotheses could be put forward separately for each 
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of the eight groups, we believe it will lead to unnecessary detail and result 
in an overly cumbersome analysis. Thus, we propose hypotheses for the 
level of strategic competence. The level of strategic competence is very 
low when no strategic thrust is visible (opportunists), low when one 
strategic competence is identified (i.e., niche opportunists, low cost and 
specialists), moderate when two strategic competencies are at use (i.e., 
niche low cost, niche specialists and low cost specialists), and high when 
all three strategic competencies are put to work (niche low cost 
specialists). Level of strategic competence, to our mind, may be a fruitful 
way to characterize the different groups. Basically, level of competence 
reveals how complex the firm's strategy is, and this complexity has, we 
contend, important moderating effects. These moderating effects will be 
discussed and hypothesized next. 

The necessity to plan is believed to depend on level of strategic 
competence. For firms with moderate or high competence (using a 
combination of strategic competencies) planning intuitively becomes 
more critical, and for firms with low or very low strategic competence 
the need for planning decreases. Using combinations of strategic 
competencies puts a greater demand on coordination, and therefore 
planning, to be effective. Thus the following hypothesis: 

H12: The higher the level of strategic competence, the stronger the 
relationship between implementation - planning orientation and 
firm performance. 

The empirical evidence from studies of tolerance for ambiguity (Gupta & 
Govindarajan, 1984) confers that high tolerance for ambiguity is 
associated to strategies involving differentiation. Further, the studies on 
need for clarity (associated with low tolerance for ambiguity) find that 
people with low need for clarity avoid uncertainty (Ivancevich & 
Donnelly, 1974). People with high need for clarity will probably try to 
work with strategies that produce as little uncertainty as possible. 
Strategies involving differentiation seem to contain much ambiguity, 
since they are related to the market to a higher degree than the other two 
strategic competencies. Differentiation will thus be avoided by people low 
on tolerance for ambiguity. From the results of part II, we know that 
tolerance for ambiguity is related to the external facet of the firm. This 
further implies that differentiation and tolerance for ambiguity may be a 
match. The hypothesis regarding tolerance for ambiguity thus will be: 

H13: The relationship between CEO tolerance for ambiguity and firm 
performance will be stronger for groups using strategic 
competence involving differentiation, than for groups that do not 
use differentiation as a strategic competence. 
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Regarding self-efficacy, we believe it is most important in firms with 
lower strategic competence. In absence of strategic competence, the CEO 
him/herself and the related self-efficacy becomes more critical in the 
success of the firm. In firms with more strategic competence, the strategy 
becomes more distinctive and can account for a larger part of differences 
in performance between firms. This is analogous to Miller's (1992) 
argument that using multiple strategic competencies makes it harder for 
the competitors to imitate the combination. Thus, competing with low 
strategic competence, tends to equalize the firms regarding strategy, 
leaving more room for CEO self-efficacy to explain differences between 
firms. Based on this, we pose the following hypothesis: 

Hi4: The lower the level of strategic competence, the stronger the 
relationship between CEO self-efficacy and firm performance. 

Even though we have related high need for cognition to worse 
performance, based on the notion of "paralysis by analysis" that can 
happen in a turbulent environment, there are some situations where need 
for cognition is believed to be better than others. When more types of 
strategic competence are utilized, there is more need for analytic thinking 
in order to find the best combination of competencies. Therefore, and 
analogous with the reasoning about planning, we posit that need for 
cognition is more functional when more strategic competencies are 
employed. Thus, the following hypothesis: 

Hi5: The higher the level of strategic competence, the more positive the 
relationship between CEO need for cognition and firm 
performance. 
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9 	RESEARCH METHOD 

Since this study is based on the same empirical material as the study 
presented in part II, only aspects of the research method that are different 
from chapter 4. will be displayed. Please refer to chapter 4 in other cases. 

9.1 	Measures and Operationalizations 

9.1.1 	Strategic Competence 

The items regarding business and market strategy are based on Porter's 
(1980) generic strategies (differentiation, cost effectiveness, and focus). 
Powell (1992) was used in the initial generation of items. The strategy 
items (3 for each of the three dimensions) were measured on a 5-point 
Likert scale ranging from "strongly disagree" to "strongly agree". 
Appendix 7 contains information about reliability and factor structure, as 
well as the actual wording of the items. 

When grouping the firms in the eight strategic competence groups 
displayed above, we first calculated the average score on each of the 
three strategic competencies. Then, based on whether these three scores 
were below or above average, each firm was placed in the corresponding 
group. The group size varies from 12 (Low cost specialists) to 22 (Niche 
specialist). The size of each group is displayed in the results section. 

9.2 	Method of Analysis 

In this section, we explain the procedure of the analysis. First, we 
examined the direct effect of strategy on performance. For this analysis 
linear regression was used, employing the software SPSS 6.1 for 
Macintosh. The next step was to examine the differences between absolute 
level of each variable in the eight strategic groups. Although no 
hypotheses were put forward explicitly, we considered these differences 
interesting to present. First, an overall multivariate test (MANOVA) was 
performed. If this indicated significant differences, pairwise t-tests were 
used to detect actual differences. 

Then, we examined the hypothesis regarding the performance construct. 
Support for hypothesis Ill (i.e., financial and market performance 
constitute two separate constructs), would necessitate the use of both 
constructs in the rest of the analysis. The procedure used to test this is 
described in section 4.6. The only difference was that we evaluated 
correlations for each strategic competence group. 

Following this, we tested if including CEO characteristics made sense 
(explained significantly more variance) for each strategic competence 
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group. Since CEO characteristics are the main concern in this study, we 
did this overall test to ascertain whether a real effect from CEO 
characteristics could be found for each of the groups. For this analysis 
the software EQS (Bentler, 1993) was utilized. Specifically, we tested the 
significance of including CEO characteristics by comparing two models. 
The first model  (Mi)  explains firm performance only by firm 
orientations, while CEO characteristics are included to explain firm 
orientations. The second model (M2) also includes a direct link between 
CEO characteristics and firm performance. The hypothesis that CEO 
characteristics make a significant contribution to firm performance is 
determined by a X2  test. The X2  statistic for the comparison is calculated 
as x2m2  _ x2m1• The corresponding degrees of freedom are calculated in 
the same way. Then, for each value of X2  (d.f.) there is a corresponding  
p-value. By choosing an appropriate  p-level (here 0.05), each comparison 
can be tested for significance. Those groups that passed this test were 
then subject to the hypothesis tests. 

For the hypothesis tests, the unstandardized regression estimates from 
EQS were used. For the groups that passed the previous test, the estimates 
from M2 were used. For the groups that did not pass the previous test, and 
providing they showed sufficient fit, the estimates from MI were used. 
For groups that did not fit  Mi  and also did not show a significant change 
between M1 and M2, no estimates were calculated. The significance (a t-
statistic) of the unstandardized estimates was supplied by EQS. We used 
the unstandardized estimates so comparisons between groups could be 
made. 
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10 	RESULTS 

In this section we report the findings pertaining to the discussion above. 
First, we will present the result from the analysis of direct effects from 
strategy on performance. Then, results pertaining to differences between 
the eight groups will be presented. This will also include a discussion 
regarding the absolute scores for the different variables. After this, we 
will perform the hypothesis tests related to the model in figure 8.1. A 
summary of all results pertaining to the hypotheses is found in Table 10.9 
at the end of this chapter. 

10.1 	Direct Effects of Strategy on Firm Performance 

The regression equation for market and financial performance was 
obtained using all strategy factors in each of the two separate runs. The 
results can be seen in Table 10.1. 

Table 10.1 Influence of strategy on market and firm performance. 

Strategic competence 
Dependent 
variable 

Cost 
Effectiveness Differentiation Focus 

Market 
performance -0.11* 0.08 (n.s.) 0.01 	(n.s.) 

Financial 
performance 0.07 (n.s.) 0.11 	(n.s.) -0.02 (n.s.) 

MR Square for Market performance: 0.04 	Overall  F-test:  significant  p  = 0.13 
MR Square for Financial performance: 0.02 Overall  F-test:  significant  p  = 0.39 

p<0.1, **: p<0.05, ***: p<0.01 
n.s.: not significant 

The model (Table 7.1) seems poor in order to explain the variability in 
firm performance. For market performance 4 % of the variance was 
explained, and for financial performance only 2 % of the variance was 
explained. Neither the results for market performance nor financial 
performance were significant, that is, the chance that the results are a 
product of chance is substantial. As we can see in Table 10.1, only one 
path was significant in the model. All hypotheses regarding strategic 
competence (H10a,  H  lob, Hi la and H11b) were not supported. The only 
significant path was that the cost effectiveness strategy significantly 
decreased market performance  (b=  -0.11, p<0.1). This was not 
hypothesized. Evidently, strategy seems to have little direct effect on firm 
performance. 
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10.2 	Differences Between Means of the Groups 

In the hypothesis testing related to the eight strategic competence groups, 
the absolute score on each of the 10 variables has no importance. It is 
rather the relative distribution within each group that is used. In this 
section we will display the actual (absolute) scores for each variable and 
group. We know that the companies have been divided into different 
groups based on their level of differentiation, cost effectiveness and 
focus. From this it is clear that the groups will differ when these three 
variables are studied. However, it is more interesting if there are other 
differences between the groups, and perhaps most interesting if there are 
differences in financial or market performance between the groups. Let 
us examine that next. 

10.2.1 Test of Equality Between Group Means 

The Eight Strategic Groups 
The multivariate test for differences between the eight groups failed to 
detect any  significant difference except for the obvious differences in 
strategy. The actual differences in means were, according to this test, 
merely a product of chance. Despite this, we feel that the results reveal 
some information that could merit discussion. The results are presented in 
Table 10.2 below. 

Table 10.2 Means and Standard Deviation for the Studied Variables 

Dependen Variables Moderating variables 
No. Mark. Perf. Fin. Perf. Diff. 	Cost Eff. 	Focus 

Strategy combination firms Mean a Mean a Mean 6 Mean 6 Mean a 
Opportunistic 18 3.67 0.64 3.25 0.46 2.78 0.51 2.09 0.45 2.11 0.60 
Niche opportunistic 16 3.48 0.63 3.31 0.51 2.94 0.39 2.35 0.31 3.56 0.36 
Low cost 18 3.20 0.50 3.31 0.60 2.65 0.74 3.57 0.45 2.20 0.62 
Niche low cost 15 3.47 0.52 3.30 0.68 2.47 0.70 3.78 0.47 4.13 0.52 
Specialist 20 3.75 0.58 3.35 0.81 4.02 0.33 2.13 0.42 2.22 0.60 
Niche specialist 22 3.65 0.55 3.36 0.71 4.05 0.36 2.18 0.50 4.08 0.51 
Low cost specialist 12 3.44 0.62 3.38 0.61 4.11 0.41 3.39 0.34 2.33 0.67 
Niche low cost specialist 18 3.46 0.69 3.39 0.76 3.85 0.23 3.52 0.43 3.94 0.42 

Pooled 139 3.53 0.60 3.33 0.64 _ 	3.38 0,81 2.81 0.82 3.09 1.03 

Independent variables 
No. Imp. - Plan  Int.-  Market Self-efficacy 	NfC TA 

Strategy combination firms Mean a Mean a Mean a Mean 	a Mean 	a 
Opportunistic 18 2.72 0.55 3.19 0.67 4.00 0.50 3.29 0.54 3.42 0.92 
Niche opportunistic 16 2.88 0.54 3.00 0.75 3.90 0.69 3.50 0.46 2.98 0.64 
Low cost 18 2.72 0.50 3.03 0.63 3.87 0.51 3.48 0.58 3.31 0.72 
Niche low cost 15 2.96 0.65 2.83 0.70 4.29 0.58 3.35 0.59 3.48 0.72 
Specialist 20 2.98 0.55 3.15 0.65 3.81 0.48 3.38 0.52 3.49 0.58 
Niche specialist 22 2.92 0.56 2.84 0.66 3.93 0.59 3.36 0.50 3.43 0.90 
Low cost specialist 12 3.03 0.72 2.71 0.58 4.18 0.72 3.81 0.39 3.46 0.81 
Niche low cost specialist 18 3.04 0.61 2.89 0.56 4.00 0.50 3.66 0.60 3.38 0.86 

Pooled 139 2.90 0.58 2.97 0.65 3.98 0.57 3.46 0.54 3.37 0.78 
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Regarding financial performance all groups had scores between 3.25 and 
3.39, that is, somewhat above the middle category (3.00) and very close 
to each other. The market performance showed a wider spread from 3.20 
to 3.75. Interestingly, all groups had performances above 3.00, even 
though the CEO was asked to rate his/her company relative to the 
competitors. 

Regarding the moderating variables, i.e., the strategy variables, there 
were anticipated differences between groups due to the fact that level of 
strategy was used for the grouping. For each of the three strategies we 
can expect to find two relatively distinct clusters, each containing four 
groups. For differentiation, the first four groups all had low 
differentiation with a mean around 2.7, while the last four had high 
differentiation with a mean around 4.0. The four groups of firms high on 
cost effectiveness had a mean around 3.4. The other four groups, 
consequently with low cost effectiveness, had a mean around 2.2. The last 
moderating variable, focus, also divided the sample into four groups that 
were high and four groups that were low. The mean for the former 
groups was 4.0 and the mean for the latter groups was 2.2. 

Regarding the implementation-planning orientation, the groups were all 
close to the middle (3.00) and ranged between 2.72 and 3.04. For the 
internal-market orientation the mean was also close to 3.00, but the 
groups differed somewhat more, from the lowest at 2.71 to the highest at 
3.19. 

Finally, we have CEO characteristics. Looking at Self-Efficacy, all the 
groups had CEOs that displayed relatively high scores with the overall 
mean close to 4.00. The scores ranged from 3.81 to 4.29. Shifting to 
Need for Cognition, the score was lower (mean 3.46), but the spread was 
about the same (3.29 to 3.81). For the last CEO characteristic, tolerance 
for ambiguity, the overall mean was somewhat lower than that of NfC 
(3.37) with scores that ranged from 2.98 to 3.49. 

Grouping based on level of strategic competence 
When the groups were combined (in foursomes) by level of strategic 
competence in each of the three strategies, we could increase the power to 
detect differences between variables. Thus, the firms were labeled as 
either having low relative strategic competence or high relative strategic 
competence in differentiation, cost effectiveness and focus. For each of 
the three cases we examined whether there were any differences among 
the other variables. 

Relative differentiation. First, we looked at relative differentiation (see 
Table 10.3). A multivariate test (MANOVA) showed that there were 
differences among the remaining variables, even though the significance 
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was weak (Hotellings T2=0.11, F=1.59, p=0.13). It was however below 
the cut-off value, p=0.15 that Stevens (1992, p.198) suggested. Following 
Stevens, we then identified the individual variables that contributed to this 
multivariate difference by performing t-tests. This revealed that three 
variables differed weakly (p<0.1), namely implementation - planning 
orientation, cost effectiveness, and focus. Thus,  finns  with high relative 
differentiation tended to be more planning oriented, have less cost 
effectiveness competence, but more focus competence than firms with low 
relative differentiation. 

Table 10.3 Mean and Standard Deviation for groups being high vs. low 
relative differentiation 

Dependent Variables Moderating variables 
No. Mark. Perf. Fin. Perf. Diff. Cost Eff. Focus 

Strategy feature firms Mean 	a Mean 	a Mean 	6 Mean 	a Mean 	6 
Low on differentiation 67 3.45 	0.59 	3.29 	0.55 2.71 	0.61 	2.93 0.85 	2.94 	1.02 
High on differentiation 72 3.60 	0.61 	3.37 	0.72 4.00 0.34 	2.70 	0.78 	3.24 1.03 

Pooled 139 3.53 	0.60 	3.33 	0.64 3.38 	0.81 	2.81 	0.82 	3.09 	1.03 

Independent variables 
No. Imp - Plan  Int.-  Market Self-efficacy 	NfC TA 

Strategy feature firms Mean 6 Mean a Mean 	a Mean 	6 Mean 	a 
Low on differentiation 67 2.81 0.56 3.02 0.68 4.01 0.58 3.41 	0.54 3.30 0.77 
High on differentiation 72 2.99 0.59 2.92 0.63 3.97 0.54 3.51 0.54 3.43 0.79 

Pooled 139 2.90 0.58 2.97 0.65 3.98 0.57 3.46 0.54 3.37 0.78 
Where there is a difference between the means (according to a t-test), the bolded mean is 
higher than the mean printed in italics. Otherwise no significant (p<0.10) difference is at 
hand. 

Relative cost effectiveness. For cost effectiveness (see Table 10.4) the 
MANOVA revealed strong evidence (Hotellings T2=0.23, F=3.32, 
p<0.001) for differences between firms with high vs. low relative cost 
effectiveness. We found three significant differences. Differentiation 
(p<0.05), need for cognition (p<0.05), and market performance 
(p<0.01). Thus firms with high relative cost effectiveness competence 
tended to have lower differentiation competence, CEOs with higher need 
for cognition, and depict a lower market performance than firms with 
low relative cost effectiveness competence. 
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Table 10.4 Mean and Standard Deviation for groups being high vs. low 
relative cost effectiveness 

Dependent Variables Moderating variables 
No. Mark. Perf. Fin. Perf. Diff. 	Cost Eff. 	Focus 

Strategy feature firms Mean a Mean a Mean 	a Mean a Mean a 
Low on cost effe,ctiveness 76 3.65 0.59 3.32 0.64 3.50 0.71 2.18 0.44 3.01 1.02 
High on cost effectiveness 63 3.39 0.58 3.34 0.65 3.23 	0.90 3.57 0.44 3.19 1.05 

Pooled 139 3.53 0.60 3.33 0.64 3.38 	0.81 2.81 0.82 3.09 1.03 

Independent variables 
No. Imp - Plan  Int.-  Market Self-efficacy NfC TA 

Strategy feature firms Mean a Mean a Mean a Mean a Mean a 
Low on cost effectiveness 76 2.88 0.55 3.04 0.6E 3.92 0.54 3.38 0.51 3.34 0.79 
High on cost effectiveness 63 2.93 0.62 2.88 0.61 4.07 0.58 3.57 0.57 3.40 0.7f, 

Pooled 139 2.90 0.58 2.97 0.6± 3.99 0.56 3.46 0.54 3.37 0.7i, 
Where there is a difference between the means (according to a t-test), the bolded mean is 
higher than the mean printed in italics. Otherwise no significant (p<0.10) difference is at 
hand. 

Relative focus. The MANOVA test for focus showed that there were no 
differences between the groups with high as opposed to low relative focus 
competence (Hotellings T2=0.05, F=0.68, p=0.72). In Table 10.5 we see 
that there were only very small differences except for the difference in 
focus. 

Table 10.5 Mean and Standard Deviation for groups having high vs. low 
relative focus 

Dependent Variables Moderating variables 
No. Mark. Perf. Fin. Perf. Diff. 	Cost Eff. 	Focus 

Strategy feature firms Mean a Mean a Mean 	a Mean a Mean a 
Low on focus 68 3.53 0.61 3.32 0.63 3.43 	0.85 2.73 0.81 2.21 0.61 
High on focus 71 3.53 0.59 3.35 0.66 3.41 	0.78 2.90 0,82 3.94 0.50 

Pooled 139 3.53 0.60 3.33 0.64 3.38 	0.81 2.81 0.82 3.09 1.03 

Independent variables 
No. Imp - Plan  Int.-  Market Self-efficacy 	NfC TA 

Strategy feature firms Mean a Mean a Mean 	a Mean 	a Mean 	a 
Low on focus 68 2.85 0.57 3.05 0.65 3.94 0.55 3.46 	0,54 3.42 	0.74 
High on focus 71 2.95 0.58 2.89 0.66 4.03 0.57 3.47 	0.54 3.32 	0.81 

Pooled 139 2.90 0.58 2.97 0.65 3.99 0.56 3.46 	0.54 3.37 	0.78 
Where there is a difference between the means (according to a t-test), the bolded mean is 
higher than the mean printed in italics. Otherwise no significant (p<0.10) difference is at 
hand. 
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10.3 Relationship Between Market and Financial 
Performance 

Hi, asserting that market and financial performance are positively 
correlated, but distinct constructs, was naturally confirmed, since it was 
the same in part II. The additional information we can display compared 
to part II is the correlation for each of the eight groups, which ranged 
between 0.148 (low cost) and 0.568 (niche low cost specialists), clearly 
indicating distinctiveness, even in the group with highest correlation. This 
correlation indicates that financial and market performance shared about 
32 % of the variance. For the group with the lowest correlation the two 
dimensions of performance only shared 2 % of the variance. 

10.4 	Model Estimation and Comparison 

The results are in Table 10.6. For model 1, three groups6  reached 
adequate level of fit (comparative fit index (CH) > 0.90), indicating that 
firm orientation was an adequate predictor of performance in these 
groups. The groups were niche opportunists, niche low cost and niche 
low cost specialists. When the full model (M2) was used all groups 
evidenced good fit. The x2  -test using 0.05 as significance level, found 
that four groups (low cost, specialist, niche specialist, and low cost 
specialist) were significant. The opportunist group, having a  p-value 
slightly higher than 0.05 was also considered significant. The exceptional 
improvement in R2  (0.48 and 0.25 for financial and market performance, 
respectively) does indicate that CEO characteristics do make a substantial 
difference. Therefore, we chose to include it among the groups for 
further analysis. The three groups that showed adequate fit in the first 
model  (Mi),  could not evidence a significant improvement to the new 
model (M2). Therefore, these three groups (i.e., niche opportunists, niche 
low cost and niche low cost specialists) were excluded from the 
hypothesis testing concerning CEO characteristics and its influence on 
performance. However, the significant estimates in these groups 
pertaining to firm orientation will be included in the analysis. 

6  Niche low cost specialists achieved perfect fit after one constraint was released. See 
note  c  in Table 10.6. 
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Table 10.6 Results of the comparison between the two models. 

Strategic competence group 
No. 
cases 

M1  M2  M2-M1 

x
2  p-  

value CFI 
R2 

Fin 	Mark X 2  P-  value CFI 
R2  

Fin 	Mark 
x2  p-  

value 
A 

CFI 
A R2  

Fin 	Mark 

Opportunist 18 15.0 0.04 0.76 0.03 0.22 2.47 0.12 0.99 0.51 0.47  

Niche opportunist 16 6.72 0.46 0.94 0.03 0.09 0.10 0.75 1.00 0.09 0.43 6.62 	0.35 0.06 0.06 0.34 

Low cost 18 17.6 0.01 0.00 0.00 0.00 0.55 0.46 1.00a 0.28 0.49  E  J.t. 	0 	1 .0 	ti, (   

Niche low cost 15 8.62 0.28 0.99 0.14 0.29 0.74 0.39 1.00 0.21 0.53 7.88 	0.25 0.01 0.07 0.24 
, 	. 

Specialist 20 13.4 0.06 0.59 0.29 0.21 0.35 0.56 1.00 0.54 0.54 '  h  ø 	it,,' ) 	2, 

Niche specialist 22 18.8 0.01 0.45 0.04 0.00 0.00 0.96 1.00 0.65 0.34 1 	00.1 9, 
Low cost specialist 12 16.4 0.02 0.04 0.43 0.36 0.41 0.52 1.00b 0.47 0.61  

Niche low cost specialist 18 10.1 0.18 0.75C 0.21 0.04 0.01 0.94 1.00a 0.20 0.30 10.1 	0.12 0.25 -0.01 0.26 

Pooled 139 30.0 0.00 0.80 0.00 0.01 0.44 0.51 1.00 0.09 0.17 29.6 	0.00 0.20 0.09 0.16 
a 	ese values were originally 0.59 (Low cost producer)and 0.64e low cost specialist) due to poor fit. By releasing one contramt 

perfect fit was accomplished. Moreover, no significant changes in the unstandardized solutions were detected.  
b 	In order to obtain a stable solution one constaint had to be relaxed.  
c 	As for the model 2 solution, it was possible to release one constraint and get perfect fit. No change in the unstandardized solution 

occured. 

MI: Model with firm orientation as only predictor of market and financial performance. 
M2: Model with firm orientation and CEO characteriastics as predictors of market and financial performance. 
M2 -  Mi:  Test of the hypothesis that that CEO characteristics do not significantly improve the fit of the model. 

Model 1 has all 7 degrees of freedom. Model 2 has all 1 degee of freedom. The comparison has thus 6 degrees of freedom. 



10.5 	Hypotheses Testing 

We have divided this section into three parts. First, we present the results 
from the hypotheses regarding the relation between firm orientation and 
performance. Second, we cover the results pertaining to the relation 
between CEO characteristics and firm performance. See Table 10.7 for 
all results regarding links to market and financial performance. The 
results from the moderating hypotheses (H12 to H15) are presented 
alongside with the baseline hypotheses (H1 to H9). Last, the hypotheses on 
the CEO characteristics - firm orientation links are presented. These 
results are found in Table 10.8. 

10.5.1 Firm Orientation and Performance 

Regarding internal - market orientation and market performance, H2a, 
stating that firms emphasizing market orientation will tend to be related 
to lower financial performance, received mixed results. Three significant 
results were found. Niche specialists (b=-.50, p<.01) evidenced that a bias 
for market orientation decreases financial performance which is in line 
with the hypothesis. Both opportunists (b=.28, p<.05) and low cost 
specialists (b=.56, p<.05) showed results counter to the hypothesis; 
market orientation in these groups was associated with better financial 
performance. The related hypothesis regarding financial performance, 
H2b, hypothesizing that firms with an emphasis towards market 
orientation will tend to have better market performance, received no 
support. The only significant result (although weak) is found for 
opportunists (b=-.21, p<.1), which was contrary to the hypothesis; that is, 
market orientation was associated with decreased market performance. 

For implementation - planning orientation, H3a, linking planning 
orientation to lower financial performance showed mixed results. For 
niche specialists (b=.31, p<.01) and niche low cost specialists (b=.52, 
p<.05) higher financial performance was associated with more planning 
contrary to the hypothesis, but for opportunists (b.-.23, p<.05), 
specialists (b.-.68, p<.01) and low cost specialists (b=-.53, p<.01) it was 
associated with lower financial performance, as hypothesized. H3b, 
conferring that an emphasis for planning will be associated with lower 
market performance, received weak and mixed support. The only 
significant results were found for niche low cost (b=.41, p<.01) and 
specialists (b=-.54, p<.01), where only the latter result was in accordance 
with the hypothesis. The moderating hypothesis, H12,  stating that the 
emphasis for planning will be greater in firms with higher strategic 
competence, was partly confirmed for market but mixed for financial 
performance. Even though only two groups had significant results 
regarding market performance, these results agreed with the hypothesis. 
The pattern for financial performance indicated that planning was more 
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important the higher strategic competence the firm had, except for low 
cost specialists. The highest coefficient contrary to the hypothesized 
direction was evidenced for the "niche low cost specialist" group, who 
had the highest strategic competence. The "niche specialist" also had a 
relatively high coefficient in the same direction. Three groups showed 
results according with the baseline hypothesis, and all of them had lower 
or equal strategic competence as compared to the two with positive 
coefficients. However, according to the hypothesis the higher negative 
coefficient should have been evidenced for opportunists and not for 
specialists as was the case here. 

Table 10.7 Influence of firm orientation and CEO characteristics on 
market and firm performance for the different strategic 
competence groups. 

Dependent 
variable 

Strategic competence 
group 

Orientations CEO characteristics 
Imp. - 

Planning 
Internal- 
Market 

Self- 
Efficacy 

Need for  
Cognition 

Tol.  for 
Ambiguity 

Market Opportunistic a -0.21* 0.56** a _a 
performance Niche opportunistic a _a  b b b  

Low cost a a 0.66*** __a a 
Niche low cost 0.41*** a  b b b  
Specialist -0.54*** _____a 0.61*** __a a 
Niche specialist _a _a a a 0.36*** 
Low cost specialist _a __a -0.73*** ____a 0.55*** 
Niche low cost specialist __a _a  b b b  
Pooled a _a 0.21** a 0.26*** 

Financial 
performance 

Opportunistic 
Niche opportunistic 
Low cost 
Niche low cost 
Specialist 
Niche specialist 
Low cost specialist 
Niche low cost specialist 

-0.23** 
_a 
_a 

a 
-0.68*** 
0.31*** 

-0.53*** 
0.52** 

0.28** 
_a  
_a 
_a  
_a 

-0.50*** 
0.56** 
_a  

0.47*** 
b 

0.42** 
b 

0.41* 
__a 
__a 

b 

0.27*** 
b 

-0.41** 
b 

_a 
-0.31* 
_a 

b 

_a 
b  

____a 
b  

0.67** 
0.77*** 
_a 

b  
Pooled a _a __a  a 0.26*** 

a: This path was estimated, but found to be Insignificant at  p  <0.1  
b: This path was not estimated because model comparison indicated that adding CEO 

characteristics did not significantly increase fit of the model 
*: p<0.1, **: p<0.05, ***: p<0.01 

10.5.2 CEO Characteristics and Performance 

For each of the three dimensions of CEO characteristics, we have one 
baseline hypothesis, and one moderating hypothesis. 

Regarding tolerance for ambiguity, hypothesis H4a, linking perceived 
higher tolerance for ambiguity to better financial performance, was 
moderately supported. Two groups, specialists (b=.67, p<.05) and niche 
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specialists (b=.77, p<.01) were found to depict the hypothesized relation. 
The related hypothesis for market performance, H4b, was also moderately 
supported. Two groups, niche specialists (b=.36, p<.01) and low cost 
specialists (b=.55, p<.01), were found to be positively related to market 
performance. The corresponding moderating hypothesis, H13, asserting 
that firms employing differentiation will have stronger links between 
CEO level of tolerance for ambiguity and performance, was supported. 
All four significant results pertained to groups who employed 
differentiation. 

For self-efficacy, H6a, linking CEOs with higher perceived self-efficacy 
to better financial performance was supported. All significant results 
(opportunists, b=.47, p<.01; low cost, b=.42, p<.05; specialists, b=.41, 
p<.1) support the hypothesis. H6b, that links CEOs with high perceived 
self-efficacy to firms with high market performance, received mixed 
support. The three groups that showed significant results regarding 
financial performance also evidenced significant result when market 
performance was concerned (opportunists, b=.56, p<.05; low cost, b=.66, 
p<.01; specialists, b=.61, p<.01). However, low cost specialists showed a 
highly significant result in the opposite direction (b.-.73, p<.01). The 
moderating hypothesis, H14, stating that CEOs' level of self-efficacy is 
more strongly related to performance in firms with less strategic 
competence, was partly supported. All groups with significant results in 
the hypothesized direction had low, or very low strategic competence. 
Low cost specialists, however, having moderate strategic competence 
were expected to have a weak positive relationship to performance, not a 
strong negative. 

For need for cognition, Hga hypothesized a negative relationship between 
CEOs' level of need for cognition and financial performance. The results 
were weak and mixed. While low cost (b=-.41, p<.05) and niche 
specialists (b=-.31, p<.1) had significant results in the hypothesized 
direction, the opportunistic group was highly significant (b=.27, p<.01) 
in the opposite direction. For market performance, Hgb, could not be 
supported since there were no significant results. This implies that the 
moderating hypothesis, Hi 5, stating that CEO level of need for cognition 
is more related to better performance in firms that have higher strategic 
competence, was not confirmed. 
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Table 10.8 Influence of CEO characteristics on firm orientation for the 
different strategic competence groups 

Dependent variable 
Strategic competence 

group 

CEO characteristics 
Self-Efficacy Need for 

Cognition 
Tolerance for 
Ambiguity 

Implementation -- Opportunistic 0.43** _a _a 
Planning Niche opportunistic __a 0.38* _a 

Low cost _a a 0.70*** 
Niche low cost 0.34* 0.47* 
Specialist _a 0.26** a 
Niche specialist _a 0.32** a 
Low cost specialist 0.53** _a a 
Niche low cost specialist _a _a _a 
Pooled 0.17* 0.18*** a 

Internal -- Market Opportunistic 
Niche opportunistic 
Low cost 
Niche low cost 
Specialist 
Niche specialist 
Low cost specialist 
Niche low cost specialist 

a 
_a 
_a 

-0.63** 
_a 
_a 
_a 
_a 

-0.59*** 
-0.74*** 
0.29* 
_a 
_a 
0.68*** 

a 
_a 

a 
_a 
_a 

a 
a 

_a 
_a 
_a 

Pooled a 0.25*** a 
a: This path was estimated, but found to be insignificant at  p  <0.1 
*: p<0.1, **: p<0.05, ***: p<0.01 

10.5.3 CEO Characteristics and Firm Orientation 

There are three hypotheses regarding the relation between the internal - 
market orientation and CEO characteristics. 

The first, H5a, stating that CEOs with high level of tolerance for 
ambiguity will tend to be positively associated with market orientation, 
was not supported. None of the groups had a significant relationship 
between CEOs' level of tolerance for ambiguity and the internal - market 
continuum. 

The second, H7a, conferring that the CEOs' level of self-efficacy will be 
positively related to the market orientation, was not supported either. 
Only one group, niche low cost (b.-.63, p<.05) showed a significant 
result contrary to the hypothesized direction, indicating that CEOs with 
higher levels of self-efficacy in this group tended to be on the internal 
end of the continuum. 

The third hypothesis, H9a, stating that CEOs with higher level of need for 
cognition are related to the internal orientation, was strongly supported. 
In three groups (opportunistic, b=-.59, p<.01; niche opportunistic, b.-
.74, p<.01; and niche specialist, b=-.68, p<.01), CEOs high on need for 
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cognition tended to be highly associated with internally oriented firms. 
The low cost group showed a weak result (b=.29, p<.1) in the opposite 
direction. 

Likewise, there are three hypotheses about the relation between level on 
the implementation - planning continuum and CEO characteristics. 

First, H5b, that put CEOs with high level of tolerance for ambiguity in 
firms with a planning orientation, received some support. Only two low 
cost groups (low cost, b=.70, p<.01 and niche low cost, b=.47, p<.1) 
showed a relationship in the hypothesized direction, while the rest were 
non significant. 

The second hypothesis, H7b, states that CEOs with high levels of self-
efficacy will tend to be positively related with planning orientation. This 
hypothesis received moderate support. Three groups (opportunistic, 
b=.43, p<.05; niche low cost, b=.34, p<.1; and low cost specialist, b=.53, 
p<.05) showed significant, but relatively weak, results in the hypothesized 
direction. 

Finally, H9b, that confers CEO with high need for cognition to be 
associated with planning rather than implementation, was also moderately 
supported. Three groups (niche opportunistic, b=.38, p<.1; specialists, 
b=.26, p<.05; and niche specialists, b=.32, p<.05) showed moderate to 
weak results in the hypothesized direction. 

72 



Table 10.9 Summary of the results pertaining to the hypotheses 

Hypothesis Posited Relationship Support? 
H2a The higher a firm's market orientation, the higher its market performance. Not 

supported 
H2b The higher a firm's market orientation, the lower its financial performance. Mixed 

H3a The higher a firm's planning orientation, the lower its market 
performance. 

Mixed 

H3b The higher a firm's planning orientation, the lower its financial 
performance. 

Mixed 

H4a CEOs who perceive higher levels of tolerance for ambiguity will tend to 
be positively associated with firms that depict higher financial performance 

Partly 
supported 

H4b CEOs who perceive higher levels of tolerance for ambiguity will tend to 
be positively associated with firms that depict higher market performance 

Partly 
supported 

H5a CEOs who perceive higher tolerance for ambiguity will tend to be 
positively associated with firms that emphasize the market orientation. 

Not 
supported 

H5  b  CEOs who perceive higher tolerance for ambiguity will tend to be 
positively associated with firms that emphasize the planning orientation. 

Partly 
supported 

H6a CEOs who perceive higher levels of self-efficacy will tend to be positively 
associated with  finns  that depict higher financial performance. 

Partly 
supported 

H6b CEOs who perceive higher levels of self-efficacy will tend to be positively 
associated with firms that depict higher market performance. 

Mixed 

H7a CEOs who perceive higher levels of self-efficacy will tend to be positively 
associated with firms that emphasize the market orientation. 

Not 
supported 

H7b CEOs who perceive higher levels of self-efficacy will tend to be positively 
associated with firms that emphasize the planning orientation. 

Partly 
supported 

Ha CEOs who perceive higher levels of need for cognition will tend to be 
negatively associated with firms that depict higher financial performance. 

Mixed 

H8  b  CEOs who perceive higher levels of need for cognition will tend to be 
negatively associated with firms that depict higher market performance. 

Not 
supported 
Supported 

(mixed) 
H9a CEOs who perceive higher levels of need for cognition will tend to be 

negatively associated with firms that emphasize the market orientation. 
Hob CEOs who perceive higher levels of need for cognition will tend to be 

positively associated with firms that emphasize the planning orientation. 
Partly 

supported 
H1 pa  Firms with more competence in cost effectiveness will evidence a 

significantly better financial performance than firms with lower 
competence in cost effectiveness. 

Not 
supported 

H1  Ob  Firms with more competence in differentiation will evidence a 
significantly better market performance than firms with lower competence 
in differentiation. 

Not 
supported 

H1  l a Firms with higher competence in the focus strategy will evidence a 
significantly better financial performance than firms with less competence 
in the focus strategy. 

Not 
supported 

H1  Ib  Firms with higher competence in the focus strategy will evidence a 
significantly better market performance than firms with less competence in 
the focus strategy. 

Not 
supported 

H12 The higher the level of strategic competence, the stronger the relationship 
between implementation - planning orientation and firm performance. 

Partly 
supported 

H13 The relationship between CEO tolerance for ambiguity and firm 
performance will be stronger for groups using strategic competence 
involving differentiation, than for groups that do not use differentiation as 
a strategic competence. 

Supported 

H14  The lower the level of strategic competence, the stronger the relationship 
between CEO self-efficacy and firm performance. 

Supported 

H15 The higher the level of strategic competence, the more positive the 
relationship between CEO need for cognition and firm performance. 

Not 
supported 
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11 	DISCUSSION AND CONCLUSIONS 

11.1 	Discussion 

11.1.1 	Limitations 

The limitations that apply to the study in part II also apply to this study, 
except for the following. This study is an extension of the study in part II. 
Since we look at the direct and moderating role of strategy, we address 
the limitation regarding only linear effects as well as the limitation 
regarding a limited number of variables. Including strategy improves the 
validity of the model considerably. However, with the inclusion we also 
receive potential problems. For instance, are Porter's generic strategies 
appropriate for smaller firms? Does the questions we use capture the 
strategic competence? At least the psychometric properties seem adequate 
for them (see Appendix 7). Further, are the eight strategic competence 
groups meaningful? That is, do the groups constitute different stable 
approaches when it comes to strategic competence? Like part II, the 
limitations caution us not to be too confident in the results. 

Regarding the discussion, we will briefly discuss some aspects we find 
interesting, namely: 
a) The lack of direct effects from strategic competence.  
b) The absolute level of the variables.  
c) The implications regarding the moderating effects of strategic 

competence.  
d) Additional evidences of distinctiveness between dimensions of 

performance. 

11.1.2 No Direct Effects From Strategic Competence 

As was evidenced, direct effects from strategy on performance were 
virtually zero. Surprisingly, the only significant effect was negative. Cost 
effectiveness seems negative for market performance. When comparing 
firm high and low on cost effectiveness, the same result emerged. High 
cost effectiveness was related to lower market performance. Perhaps, cost 
effectiveness firms focused on financial performance and therefore 
suffered worse market performance relative to others. Since they did not 
experience better financial performance, we could argue that cost 
effectiveness tended to be a dysfunctional strategic competence in our 
setting. 

Further, since there were no significant results as to differences between 
the eight groups, this is further evidence against the contention that 
strategy was an important direct factor in regard to firm performance 
and other firm factors. Even though the difference in level of strategic 
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competence seems to have been considerable between the opportunist and 
the niche low cost specialist, they were not different in respect to any of 
the other factors. 

Our results tend to support the notion that a combination of cost 
effectiveness and differentiation is hard to accomplish. Groups high on 
differentiation tended to be lower on cost effectiveness, and vice versa. 
However, no support for either Porter's (1980) contention "stuck in the 
middle" or Miller's (1992) "more competence is better" is evidenced in 
this study. This study cannot settle this dispute, but only provide a result 
that is opposed to both contentions. There seem to be settings where 
strategic competence has little to do with firm performance. In order to 
sort this out, we must rely on future studies. 

11.1.3 	Absolute Level of the Studied Variables 

In Figure 11.1 all variables and their absolute score are displayed. It is 
somewhat interesting to note that the overall mean for financial and 
market performance is well above 3.0, since the performance is measured 
relatively to the competitors Are the responding firms performing better 
than those who did not respond to our questionnaire? Or can the 
difference be explained by the fact that firms who have filed for 
bankruptcy (and probably would have scored low) are not included in this 
sample? Perhaps self-reported performance measures can be slightly 
over-estimated. However, as noted in part II, there is a good 
correspondence between self-report and filed company reports. The 
reason why market performance is more over-rated than financial 
performance can probably be found in one of the items. "Level of 
customer satisfaction" is perhaps difficult to rate in comparison to 
competitors. There was a definite tendency to put down a "4", indicating 
that the firm was somewhat better than its competitors in this respect. 

According to the result of this study, differentiation is a more utilized (or 
preferred) strategic competence, while cost effectiveness is less applied. 
This can be inferred from the overall mean of the strategy variables. 
Differentiation is well above the "middle-of-the-road" alternative. 
Likewise, cost effectiveness is slightly below the center. Focus has an 
overall mean close to the center. Is there a greater preference for the 
differentiation strategy or is it an artifact of the items measuring the 
strategies? This is of course difficult to answer, but we feel the questions 
(see Appendix 7) are not biased. However, the cost effectiveness strategy 
may appear more "dull", while the differentiation strategy on the 
contrary may appear interesting. In other words, social desirability may 
play a role in how the CEOs rated their strategy. 
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Figure 11.1 The average absolute scores for the studied variables 

All three CEO characteristics have overall means well above 3.0. We 
contended in section 3.3 that all three CEO characteristics utilized in this 
study are important. The results show that most CEOs tend to have these 
dispositions to a relatively high degree. Self-efficacy, the perceived 
feeling that you are in control of things in your working situation, was 
especially high. Most CEOs thus perceive themselves to be in control. 
Regarding both firm orientations, there seems to be a balance between 
implementation - planning and internal - market. There is no tendency 
for either of the four endpoints. 

11.1.4 The Moderating Effect of Strategic Competence 

The inclusion of strategic competence as a moderator substantively 
improves our understanding of firm performance. R2  improves from 
being below 0.20 for both market and financial performance for the full 
sample to be well above 0.20 for most groups. By placing the firms in 
these groups much more is revealed. In Figures 11.2 and 11.3 the 
variables that were associated with better financial and market 
performance are displayed. Next we will discuss the most important 
findings regarding how strategic competence helps us understand firm 
performance. 
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Figure 11.2 The eight strategic competence groups and the variables 
associated with improved financial performance 
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Figure 11.3 The eight strategic competence groups and the variables 
associated with improved market performance 
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Among the three groups where CEO characteristics didn't improve the 
model significantly, it was least surprising to find the niche low cost 
specialists. They applied all three strategic competencies, and by doing 
that, the competencies, per se, were believed to account for more of the 
variance in performance. CEO characteristics, although important, do not 
have the same relative importance as in firms where strategic competence 
is moderate or low. Therefore it was surprising to find the niche 
opportunists among firms where CEO characteristics make little 
difference. One would think that firms, whose only (potential) compatible 
strategic advantage lies in its focus, are depending on a CEO that can 
"make things happen". Perhaps these firms, by their focus, have been able 
to establish relations with their customers that are not so dependent of the 
CEO. The focus competence was the only strategic competence that was 
shared by all three groups. 

Among the five groups where CEO characteristics make a significant 
difference, the single most important factor was self-efficacy. Three 
groups showed results that both financial and market performance were 
significantly improved if the CEO had a higher level of perceived self-
efficacy. Interestingly, all these groups had low or very low strategic 
competence. This matches our earlier suggestion that CEOs become more 
important when strategic competence is low. 

A CEO's need for cognition was unrelated to market performance. Since 
need for cognition is tapping mainly internal aspects (cf. the discussion in 
part II) this is not entirely surprising. Moreover, need for cognition tends 
to tap mostly the formal aspects of thinking. The market is harder to 
frame in formal models. Another scale, that also can tap the informal 
aspects of thinking may be useful in future studies of CEO personality. 

Even though the results from part II indicated that tolerance for 
ambiguity was a potent factor, the usefulness seems to be restricted to 
firms applying differentiation. Groups without differentiation as one of 
their competencies have no relation between CEO tolerance for ambiguity 
and the performance of the firm. The lack of results for firms not using 
differentiation is perhaps that a too high level of tolerance for ambiguity 
can be negative. Like the results from Gupta & Govindarajan (1984) 
suggest, tolerance for ambiguity can be dysfunctional if caution is needed. 
If this is the case, the relationship between tolerance for ambiguity and 
performance is a non-linear one. As we only have tested for linear 
effects, a non-linear relation can be hidden in our data. 

In accordance with our hypothesis, more planning proved to be 
negatively related (or unrelated) to performance for the groups with low 
or very low strategic competence. In these groups relatively more 
implementation is more rewarding, especially when financial 
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performance is concerned. In the groups who have moderate strategic 
competence, more planning is however associated with better financial 
performance (except for low cost specialists where the opposite is true). 
It seems that more planning is better for firms with moderate or high 
strategic competence, while firms with lower competence are better off if 
they emphasize implementation. This pattern makes sense. Having fewer 
competencies to use, makes for fewer possibilities to apply them, and thus 
fewer possible distinctive plans. Instead of spending too much time to 
come up with only minor distinctions, as compared to other firms, time is 
better invested on implementation. While implementation also is 
important for firms with moderate to high strategic competence, planning 
is even more important. For these firms more planning can make them 
distinctive in relation to their competitors (cf. Miller, 1992). 

However, the group that is counter to this pattern (Low cost specialists) 
might not just be an anomaly. Looking at the results with different eyes, 
we see that among groups that have a positive association between 
planning and performance all have high focus competence, while all those 
who have a negative relationship between planning and performance all 
have a low competence in the focus strategy. Thus, it seems we have two 
different combinations that improve performance. Those with high focus 
competence should combine it with a planning emphasis, while those with 
low focus competence should combine it with an implementation emphasis 
for best performance. As noted, our conceptualization of planning focuses 
mainly on the formal aspects of the planning task. The relation to 
performance for informal planning aspects could be different (cf. 
Grinyer & Norburn, 1975). 

11.1.5 Additional Evidence of Distinctiveness Between Performance 
Dimensions 

Like we found in Part II, market and financial performance cannot 
substitute each other, but must both be included in order for the analysis 
to be complete. For example, for internal - market orientation the results 
are very different depending on whether financial or market performance 
is used. For opportunists an internal orientation was associated with better 
market performance, while a market orientation was associated with 
better financial performance. Overall there are few cases where market 
and financial performance depict the same basic relation as to how 
performance is affected by firm orientation and CEO characteristics. 

11.2 	Conclusions 

If we once again examine the question posed in the title, part III 
strengthens the evidence for a positive answer. When having included 
strategic competence, we can confer that CEOs definitively seem to 
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matter, and they do so more when the firm has less strategic competence. 
In the groups that have moderate or high strategic competence, CEO 
characteristics were less related to firm performance. The reasons why 
firms with less strategic competence were more related to their CEOs' 
characteristics, can be several. In absence of strategic competence, firms 
become more alike. In these situations CEO characteristics become the 
distinguishing mark between firms. Whether this is the reason, or if it is 
something else, can be an important question for future studies to clarify. 

For academicians we provide further evidence that CEO characteristics 
can enhance our understanding of firm performance. Within each 
strategic competence group our chosen factors explain up to 65 % of the 
variation in financial performance. This is a clear indication that the 
factors provide a substantial contribution for understanding why firms 
succeed or fail in a turbulent environment. 

For managers, except for the implications already given in part II, it is 
interesting to see how planning and implementation seem to have 
different associations with financial performance depending on strategic 
competence. In turbulent times, it seems that the result of emphasis on 
planning or implementation is contingent on strategic competence. 
However, our results can be interpreted in at least two ways. The first 
interpretation holds that it is better to de-emphasize planning and re-
allocate resources toward implementation if the company has low 
strategic competence and vice versa if the firm has more strategic 
competence. The other interpretation implies that those firms that have 
the focus competence are better off planning, while those who do not 
have the focus competence achieve better performance if they concentrate 
on implementation. Since our results are inconclusive we must wait for 
future research to shed more light on this interesting issue. 

By now, we have a better picture regarding the relationships between 
firm strategy, firm orientation, CEO characteristics and firm 
performance among operating firms. A missing link is how these factors 
are related to firm survival. Will the factors that have been associated 
with better performance among operating firms also be associated with 
better chance to avoid bankruptcy? This intriguing question will be 
addressed in part IV. 
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PART IV: RELATIONSHIP TO 
PERFORMANCE BREAKDOWN AND 

PERFORMANCE QUALITY 

The purpose of this part is to study some factors and their relationship to 
performance breakdown (i.e., bankruptcy) and performance quality (i.e., 
better market and financial performance among surviving firms). We 
especially focus on the role of the CEO and seek to delineate his/her 
impact on survivability/success of the firm. As with parts II and III, we 
do not study the CEO's role in isolation. Rather, it is the effect of the 
CEO relative to some other factors that is examined. Except for the 
factors included in part III, there are some additional factors used in this 
analysis. 

This part is organized as follows. First, we will discuss different aspects 
of bankruptcy in the context of small and medium-sized  finns.  Then, the 
conceptual framework is introduced and its individual components 
discussed. Hypotheses for specific linkages are proposed and their 
theoretical rationale elaborated, unless already discussed in part II or III. 
Following this, we test the model with the associated hypotheses, and 
discuss the results. 

81 



12 	BANKRUPTCIES IN SMALL- AND MEDIUM-
SIZED FIRMS 

The performance of organizations is one of the most studied areas in the 
field of management and strategy. Performance is often suggested as the 
single most important dependent variable (e.g., Venkatraman & 
Ramanujam, 1986). Academicians and practitioners alike want to know 
the recipes for success. In this search for what makes the successful firm, 
the research community has usually not studied other than survivors, i.e., 
organizations that still are operating and competing with other 
organizations in a business environment7. Parts II and III in this study are 
examples of such research. One reason why bankruptcy seldom is 
included lies on the methodological plane. It is much harder to obtain data 
from bankrupt firms, since the company no longer exists. 

Regardless of reason, by excluding bankruptcies researchers may miss out 
on important information about what makes a successful firm. Like we 
can learn from the best examples how to do things right, we can learn 
from the worst examples how not to do. Since several authors (e.g., 
Donaldson &  Lorsch,  1983; Pfeffer & Salancik, 1978) confer that 
survival may be the predominate goal of organizations, the factors that 
distinguish a survivor from a non-survivor may be of utmost interest to 
both managers and researchers. Porter (1991,  p.  95) states that the 
"reason why firms succeed or fail is perhaps the central question in 
strategy." Following this, we feel it may be fruitful to include 
bankruptcies alongside with operating firms in order to expand 
knowledge about characteristics of successful and failing firms. 

One possible advantage with bankruptcy as a performance indicator is its 
robustness. It is virtually impossible for management to tamper with this 
indicator (as they might do with other indicators such as accounting 
returns or self-reported indicators). Either the firm is bankrupt or it is 
not. However, the statement that bankruptcy is unequivocal is not entirely 
true. Even though the state may be unequivocal, the reason why the firm 
reached it is not. The firm may have chosen to file for bankruptcy as a 
proactive step in order to reemerge stronger afterwards (cf. Chapter XI 
bankruptcies discussed by e.g., Moulton & Thomas, 1993). The other 
extreme is the firm that is forced into bankruptcy with little or no chance 
to reemerge. 

Even though bankruptcy can be seen as an extreme indicator of 
performance, there have been studies (e.g., D'Aveni, 1989) indicating 

7  One area where there has been substantial research undertaken is on finding indicators 
(or predictors) for bankruptcy. These studies focus on the financial reports that  finns  
supply and not on other factors inside or outside the firm. This research is discussed 
briefly below (The financial/accounting perspective) 
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that firms close to bankruptcy behave quite differently as opposed to 
firms operating on more solid ground. By this we infer that it is not 
necessarily so that bankruptcy is just the last step when a firm gradually 
performs worse and worse. And the factors that help a  finn  to survive 
(i.e., avoid bankruptcy) might be different from the factors that produce 
better performance once the firm is on more solid ground. 

In a recent review, Daily (1994) classified prior research about 
bankruptcies into four different perspectives; the financial/accounting 
perspective, the legal perspective, the environmental perspective and the 
behavioral perspective. 

The financial/accounting perspective has mainly dealt with how well 
different financial indicators (e.g., liquidity, solidity and return on 
investment) can predict bankruptcy (e.g., Altman, 1968; 1983;  Ohlson,  
1980;  Skogsvik,  1985; 1988; Kharbanda & Stallworthy, 1985). They use 
historic information (usually one to five years old), since it is inherent 
for this perspective. The approach has been criticized because its inability 
to predict bankruptcy in sufficient time to prevent it from happen 
(Zavgren, 1985), and for its inability to understand why the firm got into 
financial trouble in the first place (Daily, 1994). Even though some of the 
researchers have discussed the need to supplement financial/accounting 
indicators with knowledge about other factors (Peel & Peel, 1987; Keasey 
& Watson, 1987; Gilbert, Menon & Schwartz, 1990), this research has 
only just begun. 

The legal perspective is perhaps the most diverse, and also the least 
universal. Different practices and laws in different countries make the 
research done in this perspective less generalizable. The researchers 
(usually using the US as the case) discuss for example the impact of 
changing legal environments on bankruptcy (e.g., LoPucki, 1992), how 
assets are distributed following a bankruptcy (e.g., LoPucki & Whitford, 
1990) and how firms can choose the best bankruptcy proceedings forum 
(e.g., LoPucki, 1981). This perspective is thus not so much concerned 
with internal firm factors, and not with reasons why firms go into 
bankruptcy. Rather, the researchers using this perspective try to 
understand, once a firm is bankrupt, what are the options regarding their 
future. 

The relationship between the firm and its environment has been a keen 
topic of discussion. From different perspectives population ecologists and 
strategic choice theorists both confer that the environment sometimes 
constrains the room for action on the hand of management. While the 
first group of researchers see managers as reactive players, always 
responding to the environment (e.g., Aldrich, 1979; Hannan & Freeman, 
1977), the latter group views managers as proactive players that make 
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real choices (e.g., Child, 1972; Hambrick & Mason, 1984). Not 
surprisingly, there are a growing number of researchers that 
acknowledges the contribution of both strategic leadership and 
environmental forces in determining organizational effectiveness (e.g., 
Astley & Van de  Ven,  1983; Hrebiniak & Joyce, 1985). In essence, the 
environmental perspective holds that there is a relationship between the 
firm, its environment and the success of the firm. For example, different 
strategies may work differently depending on the environment. 
Mascarenhas (1989) in a longitudinal study of a single industry, showed 
that strategic variables changed significantly as the industry went from 
stability, via growth, to decline. Although the above studies did not study 
bankruptcy, the relationship may be even more important in the context 
of performance breakdown. Being able to handle the challanges from the 
environment may be the difference between survival and breakdown. 

The behavioral perspective instead focuses directly on the role of the 
company leaders. This is what we have discussed in part II earlier, but 
not in relation to bankruptcy. Our results from part II and III support the 
contention that the CEO matters, at least in order to perform better in the 
studied setting. We have however not studied whether CEOs also are 
important in order to avoid bankruptcy. There are earlier studies that 
link CEOs and other top managers to reasons for bankruptcy (e.g., 
Argenti, 1986a;b). When a firm is on the verge of bankruptcy, the role of 
the CEO (or other upper management) may be more important. It has for 
example been found that managers for bankrupt firms had fewer contacts 
with the financial community than managers for matched survivor firms 
(Ashforth & Gibbs, 1990; Meyer & Rowan, 1977). Evidence from 
Sweden also confirm that having a good working relation with your bank 
can be crucial for survival. Firms (i.e., CEOs) that already had good 
relations, or those who made good first impressions tended to have easier 
to acquire credit (Svensson & Ulvenblad, 1994). 

Further, if a company files for bankruptcy, the CEO and other managers 
are usually negatively affected. The stigma of bankruptcy (Sutton & 
Callahan, 1987) can make them lose confidence and put them in an 
awkward position if they try to find other management jobs. In larger 
companies a "bailout" phenomenon has been identified (D'Aveni, 1990). 
Managers tend to leave the company prior to its bankruptcy in order to 
avoid the stigma of bankruptcy. However, for small firms, where the 
CEO may be the only significant manager, this behavior is not applicable. 
As the captain of the ship, the CEO has to be the last person to leave. This 
may give him/her more incentive to avoid bankruptcy. 

Our study has an approach that will use the latter two perspectives, i.e., 
the environmental and the behavioral perspective. The reason why we do 
not use the financial/accounting perspective is threefold. First, much has 
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already been done in this area, and thus another study would perhaps not 
contribute much. Second, our aim is not primarily to predict 
bankruptcies, but rather to understand why they occur. As noted, the 
financial/accounting perspective can not give much information as to the 
reason why firms turn bankrupt. Third, we want to avoid the major 
drawback associated with this perspective, namely that the information is 
lagged. The legal perspective, is as noted, not designed to understand 
bankruptcies. Moreover, this study is done in Sweden, where the laws and 
practices do not coincide with those of the US. By using both the 
remaining perspectives we follow the advice of Kharbanda & Stallworthy 
(1985). They confer it is much more fruitful looking for a combination 
of factors than it is looking for single factors. Next we will discuss these 
two perspective more in detail and then we will discuss more specifically 
what factors we intend to investigate in this study. 

Instead of talking of the environmental and the behavioral perspective, we 
will talk about an organizational perspective. The factors we want to 
investigate can all be linked to the organization. However, before we go 
into the factors, we will go outside the organization and look at the 
industry as a whole. As all firms are part of the same industry, we 
consider the external environment to be equal for all firms, except for 
location and industry segment which will be included in the model. 

The industry has, as noted before, experienced rapid decline after a 
period of rapid growth. Thus it does not seem inappropriate to talk about 
a turbulent industry. The last period of decline (91-94) has forced about 
25% of the firms into bankruptcy. Bankruptcy has become commonplace. 
In this context it is interesting to discuss the contagiousness of 
bankruptcy. Lang & Stulz (1992) confer that an industry can be 
contaminated, i.e., due to an inflated rate of bankruptcies in a certain 
industry, all firms are affected in terms of a withdrawal of customers and 
creditors. One bankruptcy may signal that the industry per se is weak and 
as a consequence sheer membership of an industry may make firms 
suffer. 

D'Aveni (1989) discusses three ways for firms to go from a healthy state 
to a subsistence level and bankruptcy8. Gradual decliners slowly but 
surely, often over several years, become less and less compatible and 
finally bankruptcy is at hand. Sudden decliners, on the other hand, have a 
very short time period (less or about one year) from when decline first 

8  Even though D'Aveni says that these classifications only are valid for large firms, we 
still feel that they are a good representation for all kinds of firms. The assertion (by 
Argenti, 1976) that small firms do not decline, since they have never reached a sufficient 
level from where they can decline is questionable. The assertion infers that small firms is 
just a stage on the road to become a large firm. Several authors have contested that a 
small firm is not a little big firm (e.g. Welsh & White, 1981) 
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occurs until bankruptcy is a fact. The third kind, lingerers, are those 
firms that for an extended period live on the verge of bankruptcy, but in 
one way or the other are able to avoid actual bankruptcy. Only after 
several years of operation at a subsistence level they finally go into 
bankruptcy. Since the industry we are studying was subject to rapid 
decline we can expect a higher rate than usual for the "sudden" kind of 
bankruptcy. Virtually all firms have had to down-size considerably, even 
if they were able to maintain their market share intact. However, an 
earlier study of the prefab industry (Häckner, 1991) showed that many 
companies had a tremendous tenacity, staying on the verge of bankruptcy, 
but avoiding it for years (i.e., lingerers). Even if these firms have been 
able to avoid bankruptcy before, they seem to be candidates for 
bankruptcy this time. 

Maximizing profits in the short run may be accompanied by high risks. It 
is thus not at all certain that those firms that were most successful before 
(the decline) will be the firms that also are most unlikely to experience 
bankruptcy. Rather, especially in the situation of sudden and deep decline, 
firms that earlier were among the best performers may be candidates for 
bankruptcy. This was also shown in D'Aveni's (1989) study. The sudden 
decliners had better performance than the survivors prior to the decline. 
However, long periods of high profitability paired with controlled 
growth usually produce high solidity, which in turn gives the firm better 
resistance to handle periods of decline. 

It seems plausible, even probable, that different environmental situations 
affect the way companies act in order to best survive and prosper. What 
happens when the environment turns very hostile, when the market from 
one year to another is cut in half? What kind of firms manage this abrupt 
change and manage to survive? There is no clear answer to this in the 
literature. As discussed above, we cannot treat bankruptcy as just another 
step on the performance ladder. When it comes to the matter of 
bankruptcy or survival different factors might prove to be important. 

12.1 	Choice of Variables to Study 

This part uses the same empirical material as was used in part II and part 
III. All variables in part III are included (i.e., firm orientation, firm 
strategy and CEO personality). There are however some additional 
variables that are employed in this particular analysis. This is mainly due 
to the fact that the statistical methods that will be employed in this 
analysis allows more variables without loosing statistical power. The 
additional factors that we include can be seen as belonging to three 
different groups, namely structural, environmental and CEO background 
factors. 
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Even though the companies operate in the same industry there are some 
environmental factors that may give them different opportunities. One 
such factor is location. Since the companies are scattered all around 
Sweden, from south to north, from densely populated areas to virtual 
wilderness, this factor may be of importance. The fact that the industry 
has two different sub-industries (joinery and prefab) is another factor that 
can be considered. A third factor that may be important is how the 
company is owned, more specifically if it is family-owned or not. 

Regarding CEO background there are several factors that can be of 
importance. We will look closer at different experience factors, such as 
age (general experience), firm tenure (specific firm experience), firm 
CEO tenure (specific experience as CEO of the present firm) and 
external CEO experience (additional general CEO experience). The 
rationale for using these additional factors will be further discussed 
below. 
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13 	CONCEPTUAL FRAMEWORK AND HYPOTHESES 

We contend that our chosen factors can help us understand why a firm 
has a certain status (Survivor or performance breakdown, and level of 
performance quality among survivors, to be discussed in section 14.2.1). 
The purpose is to link the factors to the different statuses. These factors 
can be divided into five separate groups, namely firm orientation, firm 
structure & environment, firm strategy, CEO background and CEO 
personality (See Figure 13.1). 

Structural & Env. Factors Strategic Factors CEO Characteristics Factors 

Firm Orientation 
• Internal - Market 
• Imp. - Planning  

Firm Strategy 
• Differentiation 
• Cost Effectiveness 
• Focus 

CEO Background 
• Age 
• Years in Firm 
• Years as CEO 
• External CEO experience 

Firm Structure & Env. 
• Location 
• Business segment 
• Ownership 

    

    

CEO Personality 
• Tolerance for Ambiguity 
• Self-Effacacy 
• Need for Cognition 

     

 

Status of firm 
(1) Survivor vs. 

Performance Breakdown 

(2) Performance Quality 
among survivors 

Figure 13.1 The Framework for Studying the Relationship between our 
chosen factors and the status of the firm. 

Below, we will put forward hypotheses regarding the anticipated 
relationship between the variables and the status of the firm. Note that the 
status survivor is not equal to the still operating firms used for the 
analyses in parts II and III. Among the firms still operating, there are 
some that have gone through bankruptcy and reorganization. Survivors 
are those firms that never experienced bankruptcy (See sections 14.1 and 
14.2.1 for the full discussion regarding this). Accordingly, the 
relationships for operating firms do not necessarily have to be the same as 
for survivor firms. 

The hypotheses for performance breakdown and performance quality will 
both be discussed for each variable. The same hypothesis number will be 
used for both the relation to performance breakdown as to performance 
quality. To be able to differ them, the latter hypotheses will be ended by" 
' " (e.g., hypothesis H16 concerns the relation between market orientation 
and performance breakdown, while H16' concerns the relation between 
market orientation and performance quality ). The section ends by a 

88 



number of hypotheses pertaining to the relative strength of the different 
groups of variables. When the hypotheses are equal to those put forward 
in parts II or III, we will only discuss how the new performance measure 
(Survivor vs. Performance Breakdown) affects the relation. 

13.1 	Firm Orientation 

13.1.1 	Internal - Market Orientation 

We posit that higher market orientation is related to higher risk for 
bankruptcy, and better performance quality. Empirical results (Slater &  
Narver  1994 and Jaworski & Kohli 1993) support the hypothesis that 
market orientation improves performance. Kohli & Jaworski (1990) 
further assert that market turbulence, competition and weak general 
economy will increase the already positive impact market orientation has 
on overall performance. All these three environmental factors are 
experienced by the industry at focus. Thus, the hardship experienced by 
the studied firms should only make market orientation more important. 

However, there are two differences between the present and their study. 
First, we measure market orientation relative to internal orientation, 
where the latter orientation seems important in turbulent and harsh 
environments. Our results when tested on all operating firms showed that 
market orientation had little and mixed influence on firm performance 
(see chapter 5 and 10), indicating that it is not necessarily positive to be 
market (as opposed to internally) oriented in a setting that resembles the 
one at focus in this study. Second, our performance measure is both 
performance among survivors, but also whether performance breakdown 
occurs. So, among surviving firms market orientation may be better, 
while it can be a factor that increases risk for bankruptcy. Thus, our 
hypotheses regarding market orientation will be the following: 

H16: The higher a firm's market orientation, the higher the risk for 
performance breakdown. 

H16':  The higher a firm's market orientation, the better its performance 
quality. 

13.1.2 Implementation - Planning Orientation 

On the one hand, too little planning seems to lead to problems such as 
low performance or bankruptcies (Chell & Haworth, 1991). On the other 
hand, too much planning, especially in situations that demand action (e.g., 
turbulent environments), can become an obstacle and impede 
performance (cf. Hedberg &  Jönsson,  1978 and Schoemaker, 1990) and 
in the end lead to bankruptcy. The literature points in the direction that 
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careful planning improves performance under normal (i.e., relatively 
stable) circumstances, but uncertainty induced by turbulence could 
diminish the positive effect of planning, or even render it useless. Our 
results in part II found no relation between planning orientation and 
performance among operating firms. 

Will a bias for implementation instead of planning perhaps be more 
sensible when the firms are struggling to avoid bankruptcy? Perhaps 
there is no time to plan if bankruptcy is sneaking up behind the corner. 
Even if it would be profitable in the long run, planning just might not 
work in the short run. Hedberg et al (1976) emphasize that plans must 
not be too rigid, but instead the firm should be able to give up plans at 
any moment in order to better respond to the demands of a changing 
environment. In a turbulent and uncertain environment there exists so 
many unlikely (but still possible) scenarios that the occurrence of one of 
these is probable. Thus, planning loses in importance and flexibility and 
ability to adapt becomes more important. Brunson (1982) confers that 
decision makers in uncertain environments emphasize action. Only a few 
alternatives are considered and they are only briefly analyzed. The 
solution may not be optimal, but at least a step ahead in a trial-and-error-
process. In a situation when bankruptcy may be a real threat, we believe 
planning may be dysfunctional. Thus, the following hypothesis for 
performance breakdown: 

H17: The higher the firm's planning orientation, the higher the risk for 
performance breakdown. 

However, among firms that have managed to survive, planning has more 
positive connotations. As noted, planning may be wrong in the short run 
in order to avoid bankruptcy. In the longer run planning seems to help 
firms achieve better performance. Therefore, the hypothesis for 
performance quality will be as follows: 

Hir The higher the firm's planning orientation, the better its 
performance quality. 

13.2 	Firm Structure and Environment 

13.2.1 	Location 

The location is important for both growth and expansion (Mason & 
Harrison, 1985) as well as for performance (Hitchins & O'Farrell, 1987; 
1988; O'Farrell & Hitchins, 1988; Sweeney, 1987) compared to other 
firms in the same business. The division is usually made between firms 
centrally as opposed to peripherally located. The latter category of firms 
have several disadvantages compared to the former. In a review Birley & 
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Westhead (1990) note that peripherally companies might have a number 
of problems including stricter financing, smaller local market and 
difficulty finding managerial or specialized competence. The main 
advantage for firms in regions that are peripherally located are their 
more faithful workforce which reduces costs for the peripheral company. 
Moreover, the workforce in the peripheral company often identify 
themselves more with the company, creating a kind of family 
atmosphere, which possibly could be important for survival in turbulent 
times. 

The review above seems to indicate that the problems with peripherally 
located companies are outnumbering the advantages, especially when 
performance quality is concerned. Thus our hypotheses follow the thrust 
of the reviewed literature and suggests that: 

H18: Firms located in peripheral areas run a higher risk of 
performance breakdown than firms in more centrally located 
areas. 

H18': Firms located in central areas tend to have better performance 
quality than firms in more peripherally located areas. 

13.2.2 Business Segment 

The industry focused in this study consists of two relatively distinct 
business segments that form a relatively homogenous industry. Prefab 
house manufacturers are fewer but larger than the joinery factories. In 
section 4.3 the two segments are briefly described. We refrain from 
putting forward a hypothesis regarding business segment membership. It 
can be regarded as a control variable. 

13.2.3 	Ownership 

We differ between family owned and operated firms and professionally 
owned and operated firms. Family owned and operated companies 
typically have a longer time horizon when planning the future since more 
than just a job is at stake (Daily & Dalton, 1992). Specifically, short term 
profit is seldom as important as long term survival. Often they are seen 
as less competitive due to reluctance to change, and usually it is suggested 
that small family owned firms are less "professionally" run. In a review 
Daily & Dalton (1992) found evidence for both that "family" managed 
and "professionally" managed companies were better performers. Their 
own study was inconclusive. Chell & Haworth (1991) found that in a 
turbulent setting, family owned firms were better survivors than other 
firms. Then, if the object is mere survival it seems family ownership can 
be an important factor. Thus: 
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H19:  Professionally owned firms have a greater tendency for 
performance breakdown than family owned firms. 

If we go beyond mere survival and look at performance quality among 
the survivors, the evidence is less clear. However, family owned firms 
tend to be slow when reacting to environmental changes (Dyer, 1986). 
Since change has been affluent in the studied industry, it indicates that 
professionally owned companies may have the advantage. Thus: 

1119':  Professionally owned firms will have a better performance 
quality than family owned firms. 

13.3 	Firm Strategy 

In part III, we found an impressing number of studies that have shown 
the importance of Porter's strategic competencies in order to perform 
well (e.g., Ramaswamy, Thomas & Litschert, 1994 and Tan & Litschert, 
1994). Rather surprisingly, our analysis failed to find any direct relation 
between strategic competence and firm performance. Since this analysis 
only uses the survivors when testing for performance quality, we will test 
the hypotheses from part III regarding direct effects of strategic 
competence again to find out whether differences exists. Further, we posit 
that more strategic competence is related to less tendency for 
perfromance breakdown. Among the three competencies, cost 
effectiveness is believed to be the most critical. Cost effectiveness is 
usually more linked to financial performance (e.g., Kim & Lim 1988; 
Parker & Helms 1992; Davis &  Schul  1993; and Tan & Litschert 1994) 
and financial performance is perhaps the facet of performance that is 
most closely linked to performance breakdown. While poor market 
performance may not directly lead to a breakdown, bad financial 
performance very well might do so. Thus the following hypotheses: 

H20a: 

H20b: 

H20c: 

H20d:  

Firms with lower competence in differentiation strategies have a 
greater tendency for performance breakdown. 

Firms with lower competence in cost effectiveness strategies have 
a greater tendency for performance breakdown. 

Firms with lower competence in focus strategies have a greater 
tendency for performance breakdown. 

Competence in cost effectiveness is the most important strategic 
competence in order to avoid performance breakdown. 

Firms with higher competence in differentiation strategies have a 
better performance quality. 
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H2Ob': 

H2Oc':  

Firms with higher competence in cost effectiveness strategies have 
a better performance quality. 

Firms with higher competence in focus strategies have a better 
performance quality. 

13.4 	CEO Background 

Hambrick & Mason (1984) suggested that CEO decisions reflect, in some 
part, the background of these managers. Many studies have shown how 
different variables of the firm relate (or fail to relate) to different 
background characteristics of the CEO. Some of the studies reviewed 
below have focused on larger companies where a top management team is 
present and some on smaller firms where the CEO is the key manager. 
All in all, there is a strong suggestion that CEO background plays an 
important role in determining different firm characteristics (e.g., 
organizational design or firm orientation (Hofstede et al, 1990) and 
ultimately firm performance. We will study four factors that all involve 
experience, namely age, firm experience, CEO tenure, and external CEO 
experience. 

13.4.1 	Age 

Perhaps the most common background variable, age, can be considered to 
reflect general experience. The older you are the more general (or life) 
experience you have. The research on age shows that younger CEOs are 
associated with more innovativeness and less risk aversion (Carlsson and  
Karlsson,  1970; Stevens, Beyer and Trice, 1978; Wiersema & Bantel, 
1992). Young CEOs are also associated with differentiation strategies, 
while the older are associated with cost effectiveness strategies (Guthrie 
&  Oljan,  1991). Since risk aversion and appliance of cost effectiveness 
strategies are believed to be helpful in order to avoid bankruptcies, we 
can thus link younger CEOs to firms that are more prone to go into 
bankruptcy. The hypothesis will be: 

H21: Firms that have younger CEOs will have a greater tendency for 
performance breakdown. 

The traits that link younger CEOs to performance breakdown also link 
them to better performing firms. Greater risk and more innovativeness 
may pay off in above average performance. Given that we only look at 
survivors, the performance of younger CEOs is likely to be better than 
average. Thus: 

H21': Firms that have younger CEOs will have a better performance 
quality. 
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13.4.2 Work Experience 

The literature suggests that CEOs with longer tenures are internally 
oriented (Gupta, 1984;  Kotter,  1982). Furthermore, it has been shown 
that CEOs with longer tenures are more risk averse, less apt to change 
(Bantel & Jackson, 1989; Wiersema & Bantel, 1992), and associated with 
cost effectiveness strategies (Guthrie & Olian, 1991). All evidence about 
CEO tenure points in the direction that the longer the tenure the more 
careful the CEO. In times when bankruptcy is common, being careful can 
be a virtue. Playing it safe does seem to be the best option if bankruptcy 
is to be avoided. There is no explicit evidence (to our knowledge) on the 
impact of total organizational experience (i.e., number of years as 
employed in the present firm) on performance and other factors. 
However, it does not seem unlikely that it follow the same pattern as CEO 
tenure. 

To have experience in what you do can be important, at least in the 
shorter perspective. This was found in a study by Stuart & Abetti (1990). 
They examined the value of entrepreneurial experience when starting a 
new venture and found that earlier experience enhances early 
performance. What experience does to long-term performance was not 
studied. In a study of senior managers in Sweden and Italy, Nilsson 
(1995) found that specific experience helped the managers reach better 
decisions in less time. Will earlier CEO experience also be helpful in 
order for CEOs to avoid bankruptcies? It does seem probable that more 
experience would have a positive effect. The more you know about the 
different aspects of the work as CEO, the better you are prepared for 
different contingencies. Thus we put forward the following hypotheses: 

H22: Firms with CEOs who have shorter experience in the firm have a 
greater tendency for performance breakdown 

H23: Firms with CEOs who have shorter CEO tenure in the firm have 
a greater tendency for performance breakdown. 

H24: Firms with CEOs who have shorter external experience as CEO 
have a greater tendency for performance breakdown.. 

Similarly for age, it seems more of these variables can help the firm to 
avoid bankruptcy, but not help the firm to achieve high performance 
(except for external CEO experience). Longer firm experience and more 
extended CEO tenure tend to make the CEO more careful. And if we 
only look at survivors, we are not likely to find the most careful CEOs in 
the best performing firms. However, external experience as CEO of 
other firms still seems positive for the firm. Thus: 
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H22': Firms with CEOs who have shorter experience in the firm have a 
better performance quality. 

H23': Firms with CEOs who have shorter CEO tenure in the firm have 
a better performance quality. 

H24': Finns with CEOs who have longer external experience as CEO 
have a better performance quality.. 

	

13.5 	CEO Personality 

Based on the discussion in section 3.3., we propose the following 
hypotheses: 

Tolerance for Ambiguity 
H25:  Firms with CEOs who have lower Tolerance for Ambiguity have 

a greater tendency for performance breakdown. 

H25':  Firms with CEOs who have higher Tolerance for Ambiguity have 
a better performance quality. 

Self-Efficacy 
H26:  Firms with CEOs who have lower self-efficacy have a greater 

tendency for performance breakdown. 

H26': Firms with CEOs who have higher self-efficacy have a better 
performance quality. 

Need for Cognition 
H27:  Finns with CEOs who have higher need for cognition have a 

greater tendency for performance breakdown. 

H27':  Firms with CEOs who have lower need for cognition have a 
better performance quality. 

	

13.6 	The Relative Importance of the Variables 

Above we have put forward a number of hypotheses as to the relation of 
each variable with the tendency to go bankrupt. Here we will discuss the 
relative importance of these variables. However, we will not discuss the 
variables separately. Instead they will be dealt with according to the 
grouping put forward above, i.e., firm orientation, firm structure & 
environment, firm strategy, CEO background and CEO personality. 
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Firm strategy has generally been regarded as one of the most important 
variables or group of variables. There are several studies that can show 
clear and significant relationships between strategy and performance 
(e.g., Zahra & Pearce (1990) for Miles & Snow's typology and Miller & 
Friesen (1986 a,  b)  for Porter's typology). The contention is often that 
firms with more thrust in their strategies outperform those with lower 
thrust. Since bankruptcy can be seen as an extreme performance measure, 
strategy should be an important factor if we want to understand what 
makes certain firms succeed and others fail. Even though we found 
strategy to be relatively weak group of factors, it should at least be able 
to contribute to our understanding over and above what firm orientation 
and firm structure & environment can do. 

H28:  Firm strategy will be a more important group of factors in order 
to understand reasons for performance breakdown than both firm 
orientation and firm structure & environment. 

H28':  Firm strategy will be a more important group of factors in order 
to understand reasons for performance quality than both firm 
orientation and firm structure & environment. 

The discussion in part II (section 3.3.) conferred that CEO factors are 
important, especially when the firm is small (Miller, Kets de Vries & 
Toulouse, 1982; Miller & Toulouse, 1986), and the environment turbulent 
(Miller & Toulouse, 1986). Thus, it appears reasonable, especially when 
the firm is small and the environment is turbulent, that the influence of 
CEO characteristics is great. The results from parts II and III also support 
this contention. We hold that both CEO background and CEO personality 
substantively increase our understanding over and above what firm 
orientation, firm structure and orientation and firm strategy can do. In 
other words: CEO background and CEO personality constitute the most 
important factors to understand both performance breakdown and 
performance quality. Based on the results in parts II and III, we further 
contend that CEO personality is the most important group of factors. 
Thus: 

H29:  CEO background will be a more important group of factors in 
order to understand performance breakdown than firm 
orientation, firm structure & environment and firm strategy. 

H29':  CEO background will be a more important group of factors in 
order to understand performance quality than firm orientation, 
firm structure & environment and firm strategy. 
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H30;  CEO personality will be a more important group of factors in 
order to understand performance breakdown than all other 
groups of factors. 

H30';  CEO personality will be a more important group of factors in 
order to understand performance quality than all other groups of 
factors. 
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14 	RESEARCH METHOD 

14.1 	Sample 

As with the two earlier studies the "Prefab House Manufacturing and 
Joinery Industry" in Sweden was chosen for empirical examination. The 
industry has experienced a high degree of economic and market 
turbulence evidenced by a high bankruptcy rate and a dramatic decline of 
market. A difference from the prior two studies is that we include both 
the firms still operating (survivors and reorganized firms) and those 
firms that had filed for final bankruptcy during the period from 1992 to 
the time that this study was done (summer 1994). This analysis includes 
156 firms (response rate = 52 %), where the usable response rate for the 
three categories turned out as 52 % for survivors (122 companies), 61 % 
for reorganizations (17 companies) and 47 % for final bankruptcies (17 
companies). The categorization of status will be discussed below. A 
demographic profile of the CEOs responding to the survey is in 
Appendix 8. 

14.2 	Measures and Operationalizations 

14.2.1 	Firm Status 

Performance breakdown. Two types of performance breakdown were 
identified; bankruptcy and "reorganization". The firms of the latter 
category had filed for bankruptcy, but were able to reorganize the 
company and continue to market their products. In most, if not all, prior 
studies no distinction has been made between bankrupt and reorganized 
firms. In this study, a firm needs to fulfill three criteria to be considered 
a reorganized firm. 

• Clear resemblance between the reorganized and the original company 
(i.e., same basic organizational structure, same line of business). 

• Same main owner for the original and reorganized company 
• Same CEO for the original and reorganized company 

Firms that went into bankruptcy, and did not fulfill these three criteria 
were classified as (final) bankruptcies. The rationale for choosing these 
criteria is fairly evident. If a firm reemerges in a shape that is distinctly 
different from what it looked like before the bankruptcy, it is really not a 
reorganization of an old company, but rather the emergence of a new. 
Same ownership was deemed necessary on the same grounds. When a new 
owner steps in, the conditions for the company are heavily influenced. 
However, in no case was this criteria the single that was not fulfilled. 
Since our informant was the CEO, and since CEO characteristics were 
hypothesized to be of great importance, it was necessary to label firms 
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where the CEO was replaced in the reorganization as a bankruptcy. 
Furthermore, a replacement of the CEO often leads to significant 
changes, thus disqualifying it from being a reorganization as we have 
defined it. 

The most obvious difference between the two groups of performance 
breakdown is that the reorganized firms9  continue to operate, while the 
firms that face final bankruptcy do not. Thus the important difference 
may be between these two groups. However, as Moulton & Thomas 
(1993,  p.  125) note: "reorganizations are not a simple matter, and ... the 
probability of successful outcomes is low". This would indicate that the 
difference between survivors and the other two is the vital one. The 
stigma (Sutton & Callahan, 1987) that may affect the firm after 
bankruptcy is filed further indicates that the important difference is that 
of bankrupt versus not bankrupt. Thus, there is reason to believe that we 
might find differences between all three groups. 

Performance quality. Each survivor firm was first classified as being 
below or above average on the two dimensions of firm performance. The 
result reported in parts II and III that market and financial performance 
have an average correlation of about 0.38, indicates that although the 
dimensions are distinct, many firms tend to have both market and 
financial either high or low, while fewer have mixed performance. This 
was also the case. Forty-six firms were classified as being high on both 
performance dimensions, 38 as being low on both, while the remaining 
38 were mixed. Only 13 firms of these had high market and low financial 
performance. Since small group sizes may weaken the usefulness of the 
results, we deemed it appropriate to merge the two groups where 
performance was mixed. Thus, we have three performance quality 
groups. Firms with both market and financial performance below average 
were considered as "low" performers, firms with both market and 
financial performance above average were considered as "high" 
performers, while the rest of the firms (i.e., those with low market-high 
financial or high market-low financial performance) were classified as 
"mixed" performers. 

14.2.2 Firm Structure 

Location. In Sweden a peripherally located area is represented by  
Norrbotten  and  Västerbotten.  This area is located in the far north of 
Sweden, farthest away (both in actual distance and in time distance) from 
both the hub of Sweden as well as from that of the European Union. 

9  In a strict juridical sense, it is not the same firm before as after the reorganization. As 
the old firm goes into bankruptcy, it ceases to exist. In the reorganization a new firm is 
established. However, according to our definition of reorganization they can be seen as 
practically identical. 
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Because locational advantages are often implicated in firm performance 
we operationalize firms that are located in either  Norrbotten  or  
Västerbotten  as peripheral (0), while all other firms are operationalized 
to be centrally located (1). 

Business segment. This control variable is based on the CEO's self-
reported indication of their firm's major business segment. Although the 
overall industry is relatively homogenous, two basic segments, joinery 
industry (1) and prefab house manufacturer (2), are identified. 

Ownership. We characterize ownership into three different categories: 
(1) family-owned, family-run company, (2) family-owned, 
professionally-run company, (3) professionally owned company. A 
company is considered family owned when at least 50 % of the shares are 
owned by one single family, otherwise professionally owned. A firm is 
family-run when the CEO is part of the owner family and the firm is 
family owned, otherwise professionally run. 

14.2.3 CEO Background 

Four CEO background variables were measured; age, firm experience, 
CEO tenure, and outside CEO experience. Age is the CEO's age in years 
while firm experience is the number of years the CEO has been in the 
present firm. CEO tenure is the number of years that the responding 
CEO has held this position in the present firma), while outside CEO 
experience is the number of years that the respondent has worked as CEO 
in other firms. 

14.3 	Method of Analysis 

Because of multiple dependent variables, multivariate techniques 
including MANOVA and Discriminant analysis were utilized. Two 
separate analyses were performed. The first analysis focused on factors 
associated with performance breakdown. This involved identifying 
discriminating variables among "bankrupt", "reorganized" and "survivor" 
firms. The second analysis focused on performance quality. Here the 
objective was to find discriminating factors among the three subgroups of 
"survivor" firms, that is "low", "mixed" and "high" performing firms. 

For both analyses, a common analytical strategy was adopted. Initially, a 
multivariate test of equality of means was performed (MANOVA). If this 
test showed that there are significant differences across the three groups, 
then additional univariate t-tests were conducted to identify specific 
variables that contributed to multivariate differences. Each t-test was 

1° Note that only CEOs that had held their position at least one year at the time of the 
questionnaire study were included in the study. See section 4.4. 
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conducted at p=0.05 as per Hummel & Sligo (1971). According to 
Hummel & Sligo, the overall alpha level is controlled for all comparisons 
if the multivariate test is followed by univariate tests at p=0.05. 

Following this, we performed a sequential discriminant analysis in order 
to determine, on a multivariate level, the linear combinations of variables 
that discriminate among the three groups. In order to delineate the 
individual contribution of each factor to the discrimination, we used the 
sequential method, involving five separate analyses. The variables were 
entered in the same order as they were put forward in the hypothesis 
section, that is, first firm orientation, followed by firm structure & 
environment, firm strategy, CEO background and last CEO personality. 
The significance of entering a new variable was determined by the Roy-
B  argmann stepdown test (Roy & Bargmann, 1958). For each new 
variable entered, this procedure tested whether the inclusion of the 
variable improved the overall significance over and above the variables 
already entered. In addition, the F-to-Remove procedure tested whether 
the exclusion of a variable would significantly deteriorate the solution, 
given all other variables were entered (Norusis, 1990 p.21). 

The "goodness" of the sequential discriminant analysis was evaluated by 
several criteria including Wilks' lambda (i.e., the proportion of the total 
variance in the discriminant scores not explained by differences among 
groups), 12, the percentage of variance explained by the discriminant 
functions (Peterson and Mahajan, 1976), and percentage of correctly 
classified cases. By utilizing multiple criteria, we are better equipped to 
make informed judgments about the substantial usefulness of different 
variables in the discriminant function. 
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15 	RESULTS 

15.1 	Hypotheses Regarding Performance Breakdown - 
Absolute Levels 

We will begin by examining the different individual relationships between 
the factors and whether the firm is bankrupt, reorganized or a survivor. 
Table 15.1 shows the means and standard deviation of the 15 variables 
employed in this study. There we also find the results of the univariate  F-
test.  Apart from this a t-test was performed to determine where there 
were significant differences between the means. Before the F and t-test 
were made, a test of multivariate difference of means was done. This 
clearly (p<0.001) showed that there are differences between at least two 
of the groups on the multivariate level. Utilizing the above information, 
we have enough to test hypotheses 16 through 27. 

Table 15.1 Univariate results from the analysis of performance 
breakdown. 

Variables Survivor 
n  = 122  

Reorganized 
n  = 17  

Bankrupt 
n  = 17 

Univ. F(sign)  

Firm orientation 
Mean SD Mean SD Mean SD 

• Internal-Market 2.99 0.65 2.79 0.71 3.47 0.62 5.21 (0.006) 
• Implementation-Planning 2.90 0.54 2.94 0.80 3.26 0.89 2.50 (0.085) 
Structure & Env. 
• Locationa 0.12 0.33 0.00 0.00 0.24 0.44 2.22 (0.112) 

• Business segmentb 
• Ownershipc 

1.34 
1.73 

0.48 
0.94 

1.06 
1.59 

0.24 
0.94 

1.29 
2.41 

0.47 
0.87 

2.91 
4.46 

(0.057) 
(0.013) 

Strategy 
• Differentiation 3.35 0.82 3.57 0.75 3.20 1.08 0.85 (0.430) 
• Cost Effectiveness 2.83 0.84 2.69 0.67 2.47 0.65 1.61 (0.203) 
• Focus 3.04 1.02 3.47 1.07 3.20 1.39 1.30 (0.277) 
Background 
• Age 48.9 6.53 49.6 9.45 49.9 7.25 0.23 (0.795) 
• Years in Finn 17.2 9.84 12.2 9.38 10.0 8.53 5.57 (0.005) 
• Years as CEO 11.1 6.69 7.71 6.31 6.59 5.58 4.90 (0.009) 
• External CEO Experience 1.53 2.87 4.71 7.51 4.18 5.40 7.34 (0.001) 
Personality 
• Tolerance for Ambiguity 3.38 0.75 3.28 0.94 3.32 0.73 0.16 (0.850) 
• Self-Efficacy 3.98 0.58 3.99 0.56 3.55 0.69 4.08 (0.019) 
• Need for Cognition 3.48 0.55 3.34 0.50 3.11 0.48 3.84 (0.024) 
a Northern part of Sweden = 1, Other part of Sweden = 0  
b  Joinery industry = 1, Prefab industry = 2 

Family owned, CEO part of family = 1, Family owned, external CEO = 2, Other = 3 

Where there is a difference between the means (according to a t-test), the bolded 
mean(s) is (are) the highest. The bolded mean(s) is (are) significantly higher than the 
mean(s) printed in italics. All means that are neither in boldface nor in italics are not 
significantly (p<0.05) different from the other means. 
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15.1.1 	Firm Orientation 

Regarding the market orientation, hypothesis H16 stated that the higher a 
firm's market orientation, the higher the risk for bankruptcy. This was 
confirmed by our results. Bankrupt firms were more market oriented 
than both reorganized and survivor firms. However, there was no 
difference between survivor and reorganized firms. Hypothesis H17, 
dealing with the planning orientation, conferred that the higher the firm's 
planning orientation, the higher the risk for bankruptcy. Like the first 
hypothesis, we found support for this. The results showed that bankrupt 
firms were more planning oriented than the survivor firms. Reorganized 
firms were not different from either survivor or bankrupt firms. 

15.1.2 Firm Structure & Environment 

Regarding location, hypothesis 1118 conferred that bankruptcies tend to be 
more common in peripheral areas. This was not supported by our results. 
The results only show that bankrupt as compared to reorganized firms 
were more prevalent in peripheral areas. For survivor firms there was 
no such association. The results regarding business segment showed that 
reorganized firms were more likely than survivor firms to be found in 
the joinery industry. Bankrupt firms were not associated with any of the 
two business segments. Our hypothesis regarding ownership, 1119, stated 
that professionally owned firms have a greater tendency to go into 
bankruptcy than family owned firms. This was partly supported by the 
findings. Bankrupt firms tend to be professionally owned to a higher 
degree than both the survivor and the reorganized firms. There was 
however no difference between survivor and reorganized firms 
regarding ownership. 

	

15.1.3 	Firm Strategy 

There were four hypotheses put forward regarding strategy. First H20a to  
H  20c conferred that firms with lower competence in strategies 
(differentiation, cost effectiveness and focus) have a greater tendency to 
go into bankruptcy than other firms. This was not supported. Regarding 
strategy there were no differences between bankrupt, reorganized and 
survivor firms. Hypothesis H20d contending that competencies in cost 
effectiveness strategies have a greater impact on the above relation than 
competencies in the other two strategies, is thus not supported either. 

15.1.4 CEO Background 

There were four hypotheses put forward regarding CEO background. 
The first, 1121, stated that younger CEOs have a greater tendency to lead 
firms that went into bankruptcy. This was not supported. There was no 
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significant evidence of any association between age and propensity to go 
bankrupt. Hypothesis H22, conferring that CEOs with shorter tenure in 
the firm have a greater tendency to lead firms that go into bankruptcy, 
was supported. Both bankrupt and reorganized firms had CEOs with 
lower firm tenure than those of surviving  finns.  Likewise, H23, stating 
that CEOs with shorter tenure as the CEO of the firm have a greater 
tendency to lead firms that go into bankruptcy, was also supported by our 
findings. Both bankrupt and reorganized firms tended to have CEOs with 
shorter firm CEO tenure. Actually, firm and CEO tenure were highly 
correlated. Thus they conveyed mostly the same information. 
Interestingly, hypothesis H24, conferring that CEOs with shorter external 
experience as CEO have a greater tendency to lead firms that go into 
bankruptcy was not supported. Rather, the opposite was true for both 
reorganized and bankrupt firms, i.e., CEOs of reorganized and bankrupt 
firms tended to have longer external CEO experience than the CEOs of 
survivor firms. 

15.1.5 CEO Personality 

For CEO personality we had three straightforward hypotheses. The first 
hypothesis regarding CEO personality, H25, states that CEOs who have 
lower tolerance for ambiguity have a tendency to be associated with firms 
that have gone into bankruptcy. This hypothesis received no support. 
CEO level of tolerance for ambiguity seems unrelated to what status the 
firm is in. H26, that links CEOs who have lower self-efficacy to firms 
that have gone into bankruptcy was partly supported by our findings. 
CEOs of Bankrupt firms do tend to have lower self-efficacy than both 
CEOs of survivor and reorganized firms. There is no difference as to the 
CEO level of self-efficacy between survivor and reorganized firms. 
Lastly, regarding need for cognition, hypothesis H27, conferred that 
CEOs who have higher need for cognition have a tendency to be 
associated with firms that have gone into bankruptcy. This was not 
supported by our results. Instead, CEOs in bankrupt firms tend to have 
lower need for cognition than CEOs of survivor firms. CEOs of 
reorganized firms have neither higher nor lower need for cognition than 
CEOs of the other two groups. 

15.2 	Discriminant Analysis of Performance Breakdown 

In order to examine if the assumption of multiple discriminant analysis 
was violated, the Box's M test statistic was evaluated to test the null 
hypotheses of the equality of covariance matrices across the three groups. 
The statistics for the five different analyses can be seen in Table 15.2. 
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Table 15.2 Test of Box's M statistic. 

Analysis Box's M approx. F  d  . f . Significance 
1.Firm orientation 15.8 2.51 6, 15431  p  = 0.02 
2.Finn orientation- Structure & Env. 26.3 1.54 15, 3052  p  = 0.08 
3.Firm orientation- Strategy 56.3 1.27 36, 2666  p  = 0.13 
4.Firm orientation- Background 138 1.25 78, 2533  p  = 0.07 
5.Full Model 243 1.26 120, 2495  p  = 0.03 

It seems there might be a significant difference between the covariance 
matrices for analyses 1 and 5. However, this test is sensitive to sample 
size. Since the F-values are relatively small, the depart from the null 
hypotheses, if any, is not large. 

Overall, the full discrimination model produced the following statistics: 
Wilks' lambda = 0.57, chi-square = 81.0, d.f. = 30,  p  < 0.001, 12  = 42 %, 
correctly classified cases = 73 %, and correctly classified bankruptcies = 
88  %H.  It thus seems to be no doubt that the functions can discriminate 
between the three groups. The classification accuracy represents over 
two-fold improvement as compared to the expected classification rate by 
chance (33 %). See Table 15.3. 

The full analysis yields one clearly significant discriminant function 
(p<0.001, chi-square value 81.0, d.f. 30) while the other is marginally 
significant (p=0.054, chi-square value 23.4, d.f. 14). The rotated solution 
is easier to interpret since fewer "cross-loadings" occur, i.e., the two 
discriminant functions share fewer variables. Therefore, the higher the 
absolute score on each of the two discriminant functions the higher the 
association with a number of variables. In the unrotated solution there 
were many cases where both functions contain information about the 
same variable, e.g., internal - market orientation and self-efficacy. 

11  The remaining 12 % (2 firms) were both interesting cases of bankruptcy. In telephone 
conversations with the CEOs, the first conferred that the bankruptcy was due to the 
sudden "defection" of one customer with a large part of the turnover. Before this the firm 
showed good performance. The second firm never actually became bankrupt according to 
the CEO. Instead he maintained that it was folded and all debts were paid in full. 
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Table 15.3 	Summary 	of Sequential Discriminant Analysis for 
Performance Breakdown. 

Variables Entereda Wilks' A  x  Variance 
Explained 

- 12  

A12 
(%-unit) 

% Correct 
Classified 

Total 	Bankrupt 

A % 
(Total) 

A % 
(Bankrupt) 

Firm orientation 0.90 8.3 % — 41 go 59 % 
• Market - Internal 
• Planning - 

Implementation 

Structure & Env 0.83 0.07 15.4 % 7.1 40% 71 % -1 % 12 % 
• Location 
• Business segment 
• Ownership 

Strategy 0.79 0.04 19.7 % 4.3 47 % 59 % 7 % - 12 % 
• Differentiation 
• Cost Effectiveness 
• Focus 

Background 0.69 0.10 30.2 % 10.5 62 % 76 % 15 % 17 % 
• Age 
• Year in Firm 
• Year as CEO 
• CEO Experience 

Personality 0.57 0.12 41.7% 11.5 73% 88% 11% 12% 
• Tolerance for 

Ambiguity 
• Self-Efficacy 
• Need for Cognition 

a Variables were entered in a sequential manner in the order depicted.  
b  All values are statistically significant  atp  = 0.05. 

Based on Peterson and Mahajan (1976). Computed as follows:  

N 
—  1- 	  where  

(N-k)(1+Xj)(1+X2)+1 

N  = Number of observations  
k  = Number of groups 
Xi = the th  eigenvalue  

d  The "total" column refers to the percentage of firms that are correctly classified using 
all three groups. The "bankrupt" column refer to the percentage of correctly classified 
bankrupt firms 

In order to present more information pertaining to our hypotheses, we 
display in Table 15.4 the results (loadings and coefficients, along with 
group centroids) from the rotated analysis pertaining to the full model. In 
this table we also present the result from the Roy-Bargmann step down 
test (F-to-Enter) and the F-to-Remove taken from the final discriminant 
analysis. In Figure 15.1 we graphically display the three different groups 
as they are located in the discriminant space. On the axis's we have put 
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down the traits that were associated with each direction (based on the 
discriminant loadings). 

Table 15.4 Rotated Discriminant Function Coefficients and Associated 
Statistics (Full model, Performance Breakdown) 

Variables Function 1 	Function 2 	F-to-Enter 	F-to- 
Remove 

Firm orientation 

Loadin Coeff.  

• Internal-Market 0.52 0.39 	0.01 0.07 5.22*** 1.55 
• Implementation-Planning 0.24 0.46 -0.15 -0.22 2.62* 4.16** 
Structure & Env. 
• Location 0.37 0.40 0.12 0.00 1.99 1.97 
• Business segment 0.29 0.19 0.33 0.57 2.44* 4.75*** 
• Ownership 0.43 0.34 -0.06 -0.11 1.80 1.65 
Strategy 
• Differentiation -0.23 -0.36 -0.09 -0.10 1.06 1.25 
• Cost Effectiveness -0.12 -0.13 0.17 0.11 1.34 0.52 
• Focus -0.15 -0.03 -0.23 -0.13 1.42 0.24 
Background 
• Age 0.01 0.23 -0.08 0.04 0.61 0.39 
• Years in Firm -0.08 -0.06 0.40 0.43 5.21*** 1.97 
• Years as CEO -0.05 -0.08 0.38 -0.01 0.80 0.04 
• External CEO Experience -0.12 -0.14 -0.52 -0.69 3.76** 5.70*** 
Personality 
• Tolerance for Ambigu  ty  0.04 0.15 0.08 0.27 1.63 1.00 
• Self-Efficacy -0.36 -0.60 0.13 0.24 7.39*** 6.24*** 
• Need for Cognition -0.19 0.08 0.26 0.54 4.08** 4.08** 

Survivor -0.10 0.33 
Reorganized -0.66 -1.08 
Bankrupt 1.35 -1.28 
***: p<0.01 **:p<0.05 *:p<0.1 

Figure 15.1 clearly shows that survivor firms had only weak associations 
with the variables used in this study. The weakest associations are with the 
variables belonging to the negative end of function 1, i.e., internal and 
implementation orientation, family ownership, (prefab industry, to some 
degree) central location and finally higher CEO self-efficacy. To a 
somewhat higher degree the survivor firms are associated with the 
positive end of function 2, that is, the prefab industry, long firm tenure 
(both total and as CEO), low external CEO experience, and CEOs with 
high need for cognition. It is also these traits that differ the survivors 
from the two other groups. While the reorganized firms share the same 
associations as the survivor firms regarding the first group of variables 
(function 1), they are indeed the opposite regarding the second group 
(function 2). Bankrupt firms do not share any of the associations survivor 
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firms have. The significant loadings in Table 15.4 are relatively weak 
overall. They range from 0.24 to 0.52 for function 1 and from 0.26 to 
0.52 for function 2. The associations are thus not especially strong (since 
the loading is equivalent to the correlation with the function). 

Function 2 (+)  
Prefab industry 

Long total firm tenure 
Long firm CEO tenure 

Low external CEO experience 
High need for cognition 

X  
Function 1 (-)  
Internal orientation 

Implement. orientation 
(Joinery industry) -410 	 
Family ownership 

High differ-ntitic,r. 
Central location 

High self-efficacy 	X  
Reorganized  

Function 1 (+)  
Market orientation 
Planning orientation 

go. (Prefab industry) 
Non-family ownership 
Low differentiation 
Peripheral location 
Low self-efficacy  

X  
Bankrupt 

Survivor  

Function 2 (-)  
Joinery industry 

Short total firm tenure 
Short firm CEO tenure 

High external CEO experience 
Low need for cognition 

Figure 15.1 The rotated discriminant functions with all predictor 
variables for peiformance breakdown. The associated traits 
for each discriminant function is displayed for clarity. 

15.3 	Hypotheses Regarding Performance Breakdown - 
Relative Levels 

Hypothesis H28, conferring that firm strategy would be a more powerful 
factor in order to understand reasons for failure than both firm 
orientation and firm structure, can not be supported. The three variables 
only explain an additional 4 percent over and above firm orientation and 
firm structure. The correctly classified cases only increase marginally, 
while the correctly classified bankrupt cases actually decrease. Thus, 
including strategy variables blur the picture if our main objective is to 
identify bankruptcies. Further, the result of both the F-to-enter and F-to-
remove indicate that the strategy variables neither can contribute over 
and above the earlier entered variables, nor do they contribute to the 
final solution. 
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Hypothesis H29, conferring that CEO background would be a more 
powerful group of factors in order to understand reasons for failure than 
the preceding three groups of factors, was supported. The improvement 
in Wilks' lambda is 0.10 and variance explained is increased by almost 10 
%-units. The correctly classified cases (both total and bankrupt) increased 
substantially. The F-to-enter test shows that two of the background 
variables (Years in Firm, p<0.01 and External CEO Experience, p<0.05) 
significantly contributed over and above the earlier entered variables. 
The F-to-remove test further shows that one background variable 
(External CEO experience, p<0.01) significantly contributed to the final 
solution, i.e., if this variable was removed the solution would be 
significantly worse. 

Lastly, Hypothesis H30, stating that CEO personality would be the most 
important group of factors in order to understand reasons for failure, 
was supported. Even though the personality variables were added last in 
the analysis, and thereby had to explain variance not already accounted 
for by the variables already entered, we found the largest improvements 
of our chosen criteria for CEO personality factors. Wilks' lambda was 
improved by 0.12 and variance explained was increased by over 11 %-
units, and even though the rate of correctly classified cases was at a 
relatively high level, CEO personality increased this rate by 11 %-units 
for the total and 12 %-units for the bankrupt. The F-to-enter test shows 
that two of the personality variables (Self-Efficacy, p<0.01 and Need for 
Cognition, p<0.05) significantly contributed over and above the earlier 
entered variables. The F-to-remove test further shows that the same two 
personality variables (Self-Efficacy, p<0.01 and Need for Cognition, 
p<0.05) were non-redundant in the final solution. 

15.4 	Hypotheses Regarding Performance Quality - Absolute 
Levels 

Next we will present the results pertaining to the analysis of the different 
groups of survivors in a manner similar to what we did above when we 
attempted to find the differences between bankrupt, reorganized and 
survivor firms. Since the survivors constitute the by far largest group, it 
may be interesting to divide them into sub-groups based on performance, 
and see whether these sub-groups are different. Thus, we will begin by 
examining the different individual relationships between the factors and 
whether the firm has low, mixed or high performance. Table 15.5 shows 
the means and standard deviation of the 15 variables employed in this 
study. There we also find the results of the univariate  F-test  and t-test. 
The test of multivariate difference of means showed equally clearly 
(p<0.001) as the former analysis that there are differences between at 
least two of the groups on the multivariate level. Using this information 
we can test hypotheses 16' through 27'. 
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Table 15.5 Univariate results of the analysis of petformance quality 

Variables Low 
n  = 38  

Mixed 
n  = 38  

High 
n  = 46 

Univ. F(sign)  

Firm orientation 

Mean SD Mean SD Mean SD 

• Internal-Market 2.96 0.59 3.04 0.66 2.98 0.69 0.16 (0.856) 
• Implementation-Planning 2.89 0.61 2.87 0.52 2.93 0.51 0.13 (0.878) 

Structure & Env. 
• Locationa 0.13 0.34 0.05 0.23 0.17 0.38 1.44 (0.242) 
• Business segrnentb 1.32 0.47 1.39 0.50 1.33 0.47 0.31 (0.734) 
• Ownershipc 1.50 0.83 1.55 0.89 2.07 0.98 5.10 (0.008) 

Strategy 
• Differentiation 3.25 0.82 3.25 0.84 3.52 0.78 1.60 (0.206) 
• Cost Effectiveness 2.76 0.77 3.04 0.89 2.71 0.83 1.85 (0.162) 
• Focus 2.85 0.89 3.25 0.84 3.01 1.22 1.53 (0.222) 

Background 
• Age 50.7 6.81 48.9 6.41 47.4 6.15 2.73 (0.070) 
• Years in Firm 22.3 8.81 16.2 10.82 13.9 8.13 9.06 (0.000) 
• Years as CEO 14.2 6.78 9.71 6.23 9.63 6.22 6.44 (0.002) 
• External CEO Experience 1.61 3.71 1.87 2.75 1.20 2.11 0.58 (0.560) 

Personality 
• Tolerance for Ambiguity 3.02 0.66 3.39 0.72 3.68 0.73 9.04 (0.000) 
• Self-Efficacy 3.78 0.51 4.00 0.50 4.13 0.64 4.11 (0.019) 
• Need for Cognition 3.52 0.61 3.31 0.58 3.59 0.43 3.01 (0.053) 

a Northern part of Sweden = 1, Other part of Sweden =0  
b  Joinery industry = 1, Prefab industry = 2  
C  Family owned, CEO part of family = 1, Family owned, external CEO = 2, Other = 3 

Where there is a difference between the means (according to a t-test), the bolded 
mean(s) is (are) the highest. The bolded mean(s) is (are) significantly higher than the 
mean(s) printed in italics. All means that are neither in boldface nor in italics are not 
significantly (p<0.05) different from the other means. 

15.4.1 	Firm Orientation 

Regarding the market orientation, hypothesis H16' stated that the higher a 
firm's market orientation, the better performance quality. This was not 
confirmed by our results. There were no differences between any of the 
three groups. Hypothesis H17', dealing with the planning orientation, 
conferred that the higher the firm's planning orientation, the better the 
performance quality. Like the first hypothesis, this could not be 
supported. No significant differences between the three groups were 
found. 
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15.4.2 Firm Structure & Environment 

Regarding location, hypothesis H18,  conferred that firms in centrally 
located areas will have better performance quality than those in more 
peripheral areas. This was not supported by our results. Like the earlier 
two hypotheses, we found no evidence for any differences between the 
groups. The result regarding business segment, show that there was no 
relation between this variable and the level of performance quality. Our 
hypothesis regarding ownership, H19,, stated that professionally owned 
firms have a better performance quality than family owned firms. This 
was partly supported by the findings. Firms with high performance 
quality tend to be professionally owned to a higher degree than those 
firms with mixed or low performance quality. There was however no 
difference between mixed and low firms when it comes to ownership. 

15.4.3 Firm Strategy 

There were three hypotheses put forward regarding strategy. H20a,  to 
H20c' conferred that firms with better competence in the three strategies, 
differentiation, cost effectiveness and focus have a better performance 
quality than other firms. This was only weakly and partly supported. The 
only significant result pertains to the focus strategy. Mixed firms 
employed focus to a higher degree than low firms did. Regarding the 
other two dimensions of strategy, there is no difference between the three 
groups of firms. 

15.4.4 CEO Background 

There were four hypotheses put forward regarding CEO background. 
The first, H21', stated that younger CEOs tend to lead firms that have 
better performance quality. This was partly supported. High performers 
were significantly younger than low performers. Mixed performers were 
neither younger nor older than any of the other two groups. Hypothesis 
H22', conferring that CEOs with shorter tenure in the firm tend to lead 
firms that have better performance quality, was also partly supported. 
Low performers had CEOs with longer tenure than both mixed and high 
performers. There was however no difference between the firm tenure in 
mixed as opposed to high performing firms. Likewise, H23', stating that 
CEOs with shorter tenure as the CEO of the firm tend to lead firms with 
better performance quality, was also supported. The same result as for 
firm tenure emerged, that is, low performers had CEOs with longer 
CEO tenure than both mixed and high performers, while there was no 
difference between the CEO tenure in mixed as opposed to high 
performing firms. As in the case of performance breakdown, the firm 
and CEO tenure was highly correlated and conveyed mostly the same 
information. Hypothesis H24', conferring that CEOs with longer external 
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experience as CEO tend to lead firms that have better performance 
quality was not supported. No difference between the groups regarding 
external CEO experience was found. 

15.4.5 CEO Personality 

The first hypothesis regarding CEO personality, H25', confers that higher 
perceived tolerance for ambiguity by the CEO tends to be associated with 
better performance quality. This hypothesis was supported in part. CEO 
level of tolerance for ambiguity is significantly lower for low performers 
as opposed to both mixed and high performers. There was however no 
difference between mixed and high performers regarding CEO level of 
tolerance for ambiguity. H26, stated that CEOs who have higher self-
efficacy tend to be associated with firms that have better performance 
quality. This was partly supported by our findings. CEOs of high 
performers tended to have higher self-efficacy than CEOs of low 
performing firms. Mixed performers, however, have CEOs with neither 
lower nor higher self-efficacy than CEOs of the other groups. Regarding 
need for cognition, H27,conferred that CEOs who have lower need for 
cognition tend to be associated with firms that have better performance 
quality. This was not supported by our results. Rather, CEOs in high 
performing firms had higher need for cognition than CEOs of mixed 
performing firms. CEOs of low performing firms had neither higher nor 
lower need for cognition than CEOs of the other two groups. 

15.5 	Discriminant Analysis of Performance Quality 

As with the analysis of performance breakdown, we first examine if the 
assumption of multiple discriminant analysis was violated using the Box's 
M test statistic. The statistics for the five different analyses can be seen in 
Table 15.6. 

Table 15.6 Test of Box's M statistic 

Analysis Box's M approx. F d.f. Significance 
1.Firm orientation 6.15 1.00 6, 292825  p  = 0.42 
2.Firm orientation- Structure & Env. 33.5 1.05 30, 42305  _p  = 0.39 
3.Firm orientation- Strategy 73.6 0.92 72, 37271  p  = 0.66 
4.Firm orientation- Background 189 1.04 156, 35662  p  = 0.36 
5.Full Model 288 0.98 240, 35213  p  = 0.57 

There seems to be no doubt that this test is passed. In no case is there any 
evidence that the covariance matrices are different between the groups. 

Overall, the full discrimination model produced the following statistics: 
Wilks' lambda = 0.57, chi-square = 63.3, d.f. = 30,  p  < 0.001, 12  = 42 %, 
correctly classified cases = 62 %, and correctly classified high 
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performers = 70 %. Like the above analysis, there seems to be no doubt 
that the functions can discriminate between the three groups. The 
classification accuracy represents almost a two-fold improvement as 
compared to the expected classification rate by chance (33 %). See Table 
15.7. 

Table 15.7 	Summary 	of Sequential Discriminant Analysis for 
Performance Quality. 

Variables Entereda Wilks' A  x  Variance 
Explained 

- J2 

A 12 
(%-unit) 

% Correct 
Classifiedd 
Total 	High 

A % 
(Total) 

A % 
(high) 

Firm orientation 1.00 0.0 % 32 % 26 % — 
• Market - Internal 
• Planning - 

Implementation 
Structure & Env 0.89 0.11 9.9% 9.9 44% 54% 12% 28% 
• Location 
• Business segment 
• Ownership 
Strategy 0.80 0.09 18.2% 8.3 52 c7o 52 % 8 % - 2 % 
• Differentiation 
• Cost Effectiveness 
• Focus 
Background 0.68 0.12 30.5 % 12.3 56 % 63 % 4 % 9 % 
• Age 
• Year in Firm 
• Year as CEO 
• CEO Experience 
Personality 0.57 0.11 42.0 % 11.5 62 % 70 % 6 % 7 % 
• Tolerance for 

Ambiguity 
• Self-Efficacy 
• Need for Cognition 

a Variables were entered in a sequential manner in the order depicted.  
b  All values are statistically significant at  p  = 0.05.  
C  Based on Peterson and Mahajan (1976). Computed as follows:  

N  

(N-k)(1+ki)(1+k2)+1  
where  

N  = Number of observations  
k  = Number of groups 
Xi = the itb eigenvalue  

d  The "total" column refers to the percentage of firms that are correctly classified using 
all three groups. The "high" column refer to the percentage of correctly classified high 
performing firms 

The full analysis yields one clearly significant discriminant function 
(p<0.001, chi-square value 63.3, d.f. 30) while the other is only 
significant at p=0.12 (chi-square value 20.5, d.f. 14). Since the second 
function does not reach proper significance, we present the unrotated 
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solution. (When the rotated solution was compared to the unrotated, there 
was little difference. Thus, the rotation does not seem to convey any 
additional insight beyond what the unrotated solution already gave). 

In order to present more information pertaining to our hypotheses, we 
display in Table 15.8 the results (loadings and coefficients, along with 
group centroids) from the unrotated analysis pertaining to the full model. 
In this table we also present the result from the Roy-Bargmann step down 
test (F-to-Enter) and the F-to-Remove taken from the final discriminant 
analysis. In Figure 15.2 we graphically display the three different groups 
as they are located in the discriminant space. On the axis' we have put 
down the traits that are associated with each direction (based on the 
discriminant loadings). The second discriminant function must be 
interpreted with some caution, since it did not reach appropriate 
significance. 

Table 15.8 Discriminant Function Coefficients and Associated Statistics 
(Full model, Performance Quality) 

Variables 
	

Function 1 
	

Function 2 	F-to-Enter 	F-to- 
Remove 

Firm orientation 
Loadin  Coeff.  

• Internal-Market 0.02 -0.05 	-0.11 -0.20 0.16 0.30 
• Implementation-Planning 0.04 -0.33 0.08 -0.09 0.12 1.54 
Structure & Env. 
• Location 0.06 -0.03 0.33 0.45 1.41 1.47 
• Business segment 0.02 0.18 -0.16 -0.12 0.57 0.55 
• Ownership 0.36 0.33 0.34 0.35 5.01*** 2.11 
Strategy 
• Differentiation 0.20 0.37 0.21 0.03 2.02 1.82 
• Cost Effectiveness -0.02 0.20 -0.39 -0.44 1.51 1.79 
• Focus 0.12 0.25 -0.31 -0.34 2.09 1.68 
Background 
• Age -0.31 -0.26 -0.03 0.08 3.84** 0.80 
• Years in Firm -0.57 -0.19 0.09 -0.05 3.13** 0.34 
• Years as CEO -0.45 -0.28 0.27 0.30 0.95 1.14 
• External CEO Experience -0.08 -0.41 -0.19 -0.17 1.31 2.19 
Personality 
• Tolerance for Ambiguity 0.57 0.56 0.06 0.00 5.91*** 4.80*** 
• Self-Efficacy 0.39 0.31 -0.01 -0.09 1.38 1.40 
• Need for Cognition 0.05 0.00 0.50 0.62 2.78* 2.78* 
Group Centroids 
Low -0.93 0.25 
Mixed 0.08 -0.66 
High 0.70 0.34 
***: p<0.01 **:p<0.05 *:p<0.1 

Figure 15.2 shows that low and high performing firms have strong 
associations with the variables associated with function 1. As 
hypothesized, they are associated to separate ends of the spectrum. While 
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high performers are associated with professional ownership, CEOs with 
low age and short tenure in the firm (both total and as CEO), high CEO 
tolerance for ambiguity and high CEO self-efficacy, low performers are 
associated with the opposite. Mixed performers have weak associations in 
the same direction as high performers. Regarding function 2, mixed 
firms have a relatively strong association with peripheral location, family 
ownership, high cost effectiveness, high focus, short firm CEO tenure 
and CEO low need for cognition. Both the other groups have opposite but 
weak associations with these factors. Thus, there seems to be relatively 
clear associations with the three groups. The significant loadings in Table 
15.8 are relatively weak overall. They range from 0.36 to 0.57 for 
function 1 and from 0.27 to 0.62 for function 2. 

Function 2 (-0  
Central location 

Professional ownership 
Low cost effectiveness 

Low Focus 
Long firm CEO tenure 

High need for cognition 

A 

Mixed  
X  

V 
Function 2 (-)  
Peripheral location 
Family ownership 

High cost effectiveness 
High focus 

Short firm CEO tenure 
Low need for cognition 

Long total firm tenure 
Long firm CEO tenure 

Low tolerance for 
ambiguity 

Low self-efficacy 

Function 1 (-)  
Family ownership , Low 

High age ' 

High Function 1 (+)  
X 	Professional ownership 

Low age 
	II> Short total firm tenure 

Short firm CEO tenure 
High tolerance for 
ambiguity 
High self-efficacy 

Figure 15.2 The unrotated discriminant functions with all predictor 
variables for performance quality. The associated traits for 
each discriminant function is displayed for clarity. 
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15.6 	Hypotheses Regarding Performance Quality - Relative 
Levels 

Hypothesis H28, conferring that firm strategy would be a more powerful 
factor in understanding reasons for failure than both firm orientation and 
firm structure, received weak support. The three strategy variables 
explained an additional 8 percent over and above firm orientation (which 
explained virtually no variance) and firm structure (which explained 
almost 10 %). The correctly classified cases only increased marginally, 
while the correctly classified high cases decreased somewhat. Thus, as in 
the previous analysis (performance breakdown), including strategy 
variables blurred the picture if we wanted to identify the extreme group 
(high performers in this case). The result of both the F-to-enter and F-to-
remove indicated that the strategy variables neither could contribute over 
and above the earlier entered variables, nor did they contribute to the 
final solution. In sum, the strategy variables conveyed more information 
than firm orientation, but only marginally more than firm structure did. 
Overall, the contribution from the strategic factors was relatively modest. 

Hypothesis H29, conferring that CEO background would be a more 
powerful group of factors in understanding reasons for failure than the 
preceding three groups of factors, was moderately supported. The 
improvement in Wilks' lambda was 0.12 and variance explained was 
increased by more than 12 %-units. The correctly classified cases (both 
total and high) increased somewhat. The F-to-enter test shows that two of 
the demographic variables (Age, p<0.05 and Years in firm, p<0.05) 
significantly contributed over and above the earlier entered variables. 
However, the F-to-remove test shows that no demographic variable 
significantly contributed to the final solution. 

Lastly, Hypothesis H30, stating that CEO personality would be the most 
important group of factors in understanding reasons for failure, was 
supported. Even though the personality variables were added last in the 
analysis, and thereby had to explain variance not already accounted for by 
the variables already entered, we found a large improvement of our 
chosen criteria for CEO personality factors. Wilks' lambda was improved 
by 0.11 and variance explained was increased by over 11 %-units, and the 
rate of correctly classified cases was improved by 6 %-units for the total 
and 7 %-units for the high. The F-to-enter test shows that two of the 
personality variables (Tolerance for ambiguity, p<0.01 and Need for 
Cognition, p<0.1) significantly contributed over and above the earlier 
entered variables. The F-to-remove test further shows that the same two 
personality variables (Tolerance for ambiguity, p<0.01 and Need for 
Cognition, p<0.05) were non-redundant in the final solution. In fact, they 
are the only two variables that remained non-redundant. 
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Table 15.9 below shows how the level (or state) of the 15 variables was 
associated to performance breakdown and performance quality. Shading 
refers to degree of dissimilarity between the two performance criteria. 

Table 15.9 Summary of the results pertaining to the hypotheses 

Associated 
Hypothesis 

Level or state of the examined variable Association to performance 
Breakdown Quality 

H16 High market orientation - 0 
H17 High planning orientation 

H18 Central location (+) 0 
Control Joinery industry 

H19 Professional ownership , '`;',.- -2:Akz-• 
H20a  High competence in differentiation 
Ham High competence in cost effectiveness 0 0 
H20c  High competence in focus 0 (+) 
H21 High age 
H22 Long firm tenure 
H23 Long firm CEO tenure 
H24 Long external CEO experience 
H25 High tolerance for ambiguity 

H26 High self-efficacy + + 
H27 High need for cognition (+) 

• Associations towards the two performance criteria similar 
Associations towards the two performance criteria dissimilar 
Associations towards the two performance criteria very dissimilar 

-: 	The indicated level or state of the variable was associated with worse performance 
0: 	The indicated level or state of the variable was unrelated to performance 
+: 	The indicated level or state of the variable was associated with better performance 
( ): The difference was not significant between the "extremes", that is, survivors and 

bankrupt in the case of performance breakdown, and low and high performers in the 
case of performance quality 
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16 	DISCUSSION AND CONCLUSIONS 

16.1 	Discussion 

16.1.1 	Limitations 

As for part III, most of the limitations stated in section 6.1.1. are also 
applying to this part. The limitations we have been able to address are: 
• We examined more variables. Thus, the evidence regarding the 

relative importance of CEO characteristics becomes stronger. 
• The inclusion of bankrupt firms, and separation of operating firms 

into survivors and reorganized, together with the use of two 
performance criteria, probably increases the validity of the analysis. 

The additional limitations, applying to only part IV, are: 
• External CEO experience concerned all external CEO experience. 

Experience within the industry was thus compounded with experience 
from other industries. 

• Discriminant loadings were generally relatively low. Especially the 
lowest associations should be interpreted with caution. 

• There were relatively few firms in the "bankrupt" and "reorganized" 
groups. More firms would make the conclusions stronger. 

We will next discuss the findings. The results are very rich and we feel 
that many aspects of them need to be addressed. Those aspects will be: 
a) Different relations to performance breakdown and performance 

quality  
b) Further evidence for the influence of CEO characteristics  
c) The perils of market and planning orientation  
d) Different opportunities among the firms  
e) Firm strategy - unimportant? 

16.1.2 Different Relations to Performance Breakdown and 
Performance Quality 

Interestingly, there were several variables where an increase helped a 
firm to avoid performance breakdown, but also hindered it from 
achieving high performance quality. Further, many variables were 
unrelated regarding one performance criteria, but not for the other. 
Table 15.9 clearly shows that the cases of consistency between 
performance breakdown and performance quality were rare. This 
supports the notion that performance breakdown cannot be seen as the last 
step on the performance ladder (cf. D'Aveni, 1989). Perhaps, this has to 
do with level of risk that the firm exposes itself to. Higher risks are 
known to give higher paybacks (i.e., better performance quality), but 
may occasionally result in a big loss (e.g., performance breakdown). In 
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any respect, this means that the firm has to "choose" between protecting 
themselves from risk of performance breakdown, and being able to 
achieve high performance quality. 

Family-ownership was linked to lower risk of bankruptcy, but also lower 
performance quality. We think the reason why family-ownership was 
related to lower rate of bankruptcies lies in the "family". When a family 
is involved, normal business values are sometimes not used, since such a 
company is seldom operated merely, or even mainly, to generate profit. 
Traditional business rationality does not hold in all situations when the 
firm is family-owned. Bankruptcy may not be an alternative for the 
family-owned firm for several reasons. There may be sentimental bonds 
in the company or perhaps the company supports several family members 
that could not find other jobs. Further, it is not unusual that banks require 
a personal guarantee to grant loans. If such a loan is taken, the survival of 
the firm can be equal to the "economic survival" of the person. In order 
to avoid bankruptcy, the family may forsake much time and money (e.g., 
work without pay for an extended period). The same amount of time and 
money would perhaps be regarded as a waste by the professional firm, 
and instead they give in to bankruptcy. Similarly, in good times the 
family-owned firm doesn't necessarily have to compete with other firms 
in profitability and market share. Making a living for the employees 
(family members) may be enough. 

Our results also show that there were great differences between firms 
faced with final bankruptcy and firms that were able to reorganize. 
Figure 15.1 is a clear illustration of this. While the two groups share 
some properties, they are clealy different on others. This difference is 
seldom discussed in the literature. Our results provide justification for 
more theorethical and empirical studies on this subject. 

16.1.3 	The Influence of CEO Characteristics 

One important result is the strong relative importance of CEO 
characteristics. For both performance breakdown and performance 
quality more than half of the variance explained pertains to the two CEO 
characteristics categories. We have clear indications that CEO 
characteristics may be very important to understand firm performance. 

CEO Personality 
The only two consistently positive (i.e., related to desired outcomes) 
variables were CEO self-efficacy and CEO need for cognition. Regarding 
self-efficacy, this was anticipated. However, we do not know whether 
perceived self-efficacy was the cause or the result of better performance. 
As noted in section 3.3.2, people who succeed improve their self-efficacy, 
while those who fail get lower self-efficacy (Bandura, 1982). 
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Contrary to our hypotheses, need for cognition seemed to be helpful for 
the CEOs, especially in order to avoid final bankruptcy. Our contention 
that CEOs with high need for cognition would suffer due to a 
unpredictable industry was not carried through. Thus, spending more 
time on decisions (Inman, McAllister & Hoyer, 1990), and trying to get 
to the bottom of problems (Macintosh, 1985) were functional behaviors. 
Perhaps the reason for this is that the industry is not as unpredictable as it 
seems. Häckner (1992) found that at least the prefab segment follow a 
cyclical pattern. Figure 4.1 indicates that the swings in the general 
economy largely determine the climate for the industry. Accordingly, 
CEOs with higher need for cognition may have been more aware of this 
and could better prepare for the contingencies. 

Rather surprisingly, CEO tolerance for ambiguity did not make a 
difference as to the propensity for the firm to go bankrupt or not, while 
it was very influential regarding performance quality. From part II, we 
already knew that tolerance for ambiguity was influential when looking at 
all operating firms. The lack of differences regarding performance 
breakdown is however a mystery. This needs to be further investigated. 

Experience 
Regarding experience in the firm, there seemed to be an optimal amount 
that produced the best results for the person and the firm. On the one 
hand, longer firm tenured (both total and as CEO) CEOs were more 
likely found in survivor firms, while bankrupt and reorganized firms had 
CEOs with shorter tenure. Experience in the firm thus proved helpful in 
order to cope with troubles and possible bankruptcy. On the other hand, 
longer tenured CEOs were also related to low performance quality. If we 
compare the tenure for the survivors in Table 15.1 and the high 
performers in Table 15.5, we see that they are very similar. It seems the 
optimal years in firm was around 15, while CEO tenure should be around 
10 years. If it was over 20 years or under 8 years it tended to be 
problematic. Hambrick & Fukutomi (1991) discuss the seasons of a 
CEO's tenure and contend that CEOs tend to become dysfunctional after 
some time, due to boredom, fatigue and habituation. The dysfunction is 
not easily detected since the CEO knows how to keep up appearances. 
Underneath, the motivation is low and little can change the status quo. 
Even though these CEOs can guide their firms away from bankruptcy, 
they are not likely to make them perform well. 

A reason why too low tenure is dysfunctional could be related to the 
cyclic pattern that this industry has had (Häckner, 1992). If the CEO have 
not been around for a full cycle (around 8-10 years) s/he may be less 
prepared for cyclical changes and therefore more prone to suffer 
bankruptcy. Those who lack this experience have not seen how good 
times can turn bad in just a matter of months. This can be linked to 
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research on analogies. Nilsson (1995) shows that experience of a certain 
type of situation can be very helpful when a situation of a similar kind 
develops. 

Interestingly, extended external CEO experience is related to 
performance breakdown. The result that more external experience is 
"harmful" can seem like a paradox. Perhaps the reason for this is related 
to the earlier contention about analogies. Supposing that their outside 
CEO experience is mainly from outside the industry, we can assume that 
it is knowledge of the specific aspects of the studied industry that is the 
important criteria. Experience from other industries may mislead the 
CEO regarding what is the appropriate action to take. Their analogies 
(Nilsson, 1995) are not valid, and will lead them astray. When 
bankruptcy is at hand, outside experience may prove valuable in order to 
succeed in reorganizing the firm. However, there is no significant 
difference between external experience in bankrupt compared to 
reorganized firms. 

It is interesting to note that CEO personality seems to absorb the 
experience the CEO holds. In both analyses firm tenure is significant 
before the inclusion of CEO personality, but not after (See Tables 15.4 
and 15.8). CEO personality can thus account for much the same as firm 
tenure. 

16.1.4 The Perils of Market and Planning Orientation 

Bankrupt firms tended to be market oriented. The risk we mentioned 
earlier, that it can be costly to be too market oriented, may be real. Slater 
& Narver's (1994,  p  54) remark that "being market oriented can never be 
a negative", must be questioned, especially in the context of decline and 
small firms. Like any theory that confers that "more is always better" 
(e.g., TQM) it is especially important to discuss if there are not 
contingencies, after all (like Reed, Lemak & Montgomery (1996) did for 
TQM). There are probably not enough resources to be both internally 
and market oriented, and in a situation when bankruptcy is imminent, 
market orientation might just not work. The result that reorganized firms 
tended to be more internally oriented than bankrupt firms further 
supports this. While the creditors allowed these firms a second chance, 
the bankrupt firms were never given this opportunity. A creditor (e.g., 
bank) is probably more likely to look at internal efficiency rather than 
customer satisfaction when granting more money in tough times. Looking 
too much at customer satisfaction placed the bankrupt firms in a situation 
where they in the end neither could satisfy their customer nor themselves. 

Likewise, bankrupt firms tended to be oriented towards planning. While 
bankrupt firms tended to plan, survivor firms tended to implement. 
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Banks may be more positive to  finns  that show action instead of just 
words. No doubt, planning in a turbulent world is difficult and potentially 
dangerous, which Hedberg et al (1976) warned us for long ago. It is 
interesting to note that planning orientation and high need for cognition 
were not related to each other regarding perfromance breakdown, as they 
were among still operating firms (part II). Looking at Table 15.1 we can 
see that the opposite is true, that is, while survivors tended to implement 
and had CEOs with high need for cognition, bankrupt firms tended to 
plan and had CEOs with low need for cognition. Perhaps some of the 
reason for bankruptcy lie in this  mis-match. In order to emphasize 
planning, they needed cognitive resources to make plans that could help 
them survive. Obviously, their plans did not work. Survivors seem to 
have used their greater cognitive abilities to make things happen (cf. 
Brunson, 1982). Looking at our results, this seems to have been a good 
idea. 

Since no differences were found among survivors regarding market and 
planning orientation, we may infer that firm orientation is not linked to 
performance per se. It is rather so that when a bankruptcy is lurking 
behind the corner, it could be better to concentrate on implementation 
and internal criteria. Since planning and market orientation seldom seem 
superior to implementation and internal orientation in our industry and 
this environment, there seems to be little reason to follow the general 
advice in the literature. Instead, rather than emphasizing planning and 
market orientation, firms may be better off trying to balance the 
orientations, and if bankruptcy is imminent, focus on internal criteria and 
implementation. 

16.1.5 	Different Opportunities 

We found bankruptcies to be more prevalent in the north of Sweden, 
while reorganizations were more common outside the northern area. This 
can probably be related to the fact that the north already before the 
present crisis had problems compared to the rest of the country. So, 
everything else equal, a bank with scarce resources is probably more 
likely to lend more money to a firm outside the northern region. Further, 
the general conditions for reorganization is weaker in the north (less 
competence, less confidence, less resources, etc.). 

Reorganization is more common in the joinery industry than in the 
prefab industry. Only one out of 17 firms that reorganized were part of 
the prefab industry (as opposed to five or six out of 17 among survivor 
and bankrupt firms). This difference could stem from the fact that the 
joinery industry may be less affiliated with the construction industry. 
They have greater opportunities to go into other areas, and are also more 
flexible mainly due to a lower degree of fixed assets and can thus more 
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easily adjust to new conditions. Prefab manufacturers tend to have 
substantial fixed assets (Häckner, 1991), which makes them less flexible. 
However, the results also show that the prefab companies tend to be 
survivors to a higher degree than the joinery firms. This can be 
explained by a better power of resistance among the companies in the 
prefab industry. Over the years they have learned that rules can change 
and that after growth there may be decline. Some develop explicit 
strategies (avoid large debt, avoid excessive expansion and so forth) as 
how to cope with negative surprises. 

16.1.6 The Weak Findings Regarding Firm Strategy 

As noted above, strategies turned out to be much less important than 
anticipated. What is the reason why strategies have so little explanation 
power? Has it to do with the extreme situation the firms are in? Does the 
tough business climate render strategies almost useless? There are many 
questions, but we don't have any clear answers. As was evidenced in part 
HI, using strategy as a moderating variable proved much more useful 
than the direct effects of strategies. Since they are modeled as direct 
effects here, some of their explanation power may be lost. 

According to the discriminant analysis, reorganized and survivor firms 
tend to have a higher level of differentiation than the bankrupt firms. 
Bankrupt firms tend to have both lower competence in cost effectiveness 
as well as differentiation strategies. Thus this study supports (although 
weakly) earlier work that has found evidence for the link between low 
strategic competence and failure (e.g., Miller, 1992; Miller & Friesen, 
1986 a,  b;  Wright et al, 1991) 

16.2 	Conclusions 

16.2.1 	Conclusions for part IV 

Part IV provides many findings that should interest academicians. We 
will briefly outline the conclusions that we feel are most important for 
the research community. 
• Performance breakdown and performance quality follow different 

rules. The practice to treat bankruptcy as a step on the performance 
ladder is, according to our results, flawed. There seems to be different 
mechanisms that contribute to survival as compared to high 
performance. 

. Differences between bankrupt and reorganized firms. Performance 
breakdown is not just bankruptcy. Substantial differences emerged 
when bankrupt firms were divided into final bankruptcy and 
reorganization. 
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• CEO characteristcs very influential. Without CEO characteristics, 
little of the differences would have been explained. One person can 
obviously account for a lot when it comes to performance for small 
firms in a turbulent setting. 

• Seasons of CEO tenure. Our examined CEOs seem to be at their best 
after about 10 years as CEO of their firm. Less tenure makes them 
prone to bankruptcy, while more tenure makes them perform worse as 
survivors. 

For practioners where turbulence is high and bankruptcies are rife, there 
are also some points that may be important: 
• Market orientation not always positive. Rather, our results in this part 

infer that market orientation was never positive. More internally 
oriented firms better managed to avoid final bankruptcy. 

• Implementation perhaps better than planning. Like market orientation, 
planning orientation never proved positive. It seems managers should 
focus on implementation when bankruptcy is near, while a balanced 
orientation between planning and orientation perhaps is best when on 
firm ground. 

• Different characteristics for different situations. While tolerance for 
ambiguity was important to perform well among survivors, it had 
little influence for avoiding bankruptcy. Need for cognition was more 
important for avoiding bankruptcy and less important for performing 
well among survivors. Self-efficacy was helpful for both situations. 
Like we argued in parts II and III, this information can be used to hire 
suitable assistants, or to hire a new CEO. 

16.2.2 	Overall conclusions 

If we look at this study as a whole, there are some conclusions that seem 
to raise above others. We will briefly discuss those. 

The first and foremost conclusion must be that CEOs do seem to matter. 
All three analyses claerly indicate that CEO characteristics are highly 
related to both firm orientation and firm performance. For small firms 
operating in turbulent environments, the results indicate that their CEO 
tends to "make or break" the firm. More than half of the variance 
explained can be contributed to the CEOs' characteristics. 

Firm orientation tended to be important for avoiding performance 
breakdown but not for achieving higher performance quality for the 
industry as a whole. Perhaps somewhat contrary to conventional  visdom,  
market and planning orientation tended to be dysfunctional in order for 
the firm to avoid final bankruptcy. Among operating firms, we needed 
the moderating effect of strategic competence to untangle when different 
firm orientations tended to be functional. 

124 



Rather surprisingly, we found strategic competence to have virtually no 
direct relation with firm performance. Both parts III and IV provided 
evidence for this lack of significance. As noted, strategic competence 
proved to be an influential moderating variable. The relation between 
CEO characteristics, firm orientation and firm performance was clearly 
contingent upon the firm's strategic competence according to our results. 

16.2.3 Directions for Future Research 

There are a number of questions that this study has evoked. Since CEO 
personality evidenced so clearly significant results, future research must 
determine the validity of these findings. For instance, are self-efficacy 
and other dispositions stable or not? Does self-efficacy improve, because 
the firm is performing well, or do high-performing CEOs already have 
high self-efficacy? Further, interrelations between personality and 
background may be interesting to study over time. In order to study this, 
a longitudinal approach must be taken. 

Our results in part III regarding firm orientation needs further 
clearification. For instance, is there a match between low (high) strategic 
competence and implementation (planning) orientation, or is the match 
rather between focus competence and planning orientation? The 
contingent effect of strategic competence on both firm orientation and 
other firm characteristics seems like an interesting avenue for research. 

Future studies may further investigate differences between bankrupt and 
reorganized firms. As noted, there is little to be found in the literature 
regarding this in studies not focusing on financial/accounting data. Our 
results provide justification for deeper studies regarding this difference. 
Another difference that must be taken into account is the difference 
between performance breakdown and performance quality. Good advice 
to help firms survive may be totally different from good advice to help 
firms perform better. This is an area that needs to be clarified by future 
research. 

The intriguing result that external experience had a negative impact on 
firm performance also merits further study. According to conventional 
wisdom, this would fall under the category  anomalis.  For research,  
anomalis  tend to be the most interesting cases to study. By trying to 
understand an  anomali,  the researcher usually has to be very open-minded 
and creative. Perhaps, the most interesting results emerge in these 
situations. 

Another question that arises is why strategic competence is so 
insignificant as a direct effect. We have no clear answer to this, and must 
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ask future studies to shed some light on this. This would also be 
categorized as an  anomali.  

Finally, future studies may attempt to replicate the study we have made in 
other settings. Then we can begin to draw more general conclusions 
regarding the influence of the CEO in small  finns.  Variations of this 
study with other variables, non-linear effects, etc. are also welcome. 

126 



REFERENCES 

Aldrich,  H.  (1979). Organizations and Environments. Englewood Cliffs, 
N.J.: Prentice-Hall. 

Altman,  E.  I. (1968). Financial Ratios, Discriminant Analysis and the 
Prediction of Corporate Bankruptcy, The Journal of Finance, Vol. 23, 
No. 4, pp. 589-609. 

Altman,  E.  I. (1983). Corporate Financial Distress - A Complete Guide 
to Predicting, Avoiding, and Dealing with Bankruptcy, Toronto: John 
Wiley & Sons.  

Ansoff,  H.  I.  (1979).  Strategic  Management. London:  Wiley. 

Arbnor, I. & Bjerke,  B.  (1994).  Företagsekonomisk metodlära.  Lund:  
Studentlitteratur.  

Argenti,  J.  (1976). Corporate Collapse. New York: Halstead. 

Argenti,  J.  (1986a). Predicting corporate failure. Accountancy , April, 
pp. 157-158. 

Argenti,  J.  (1986b). Spot danger signs before it's to late. Accountancy, 
July, pp. 101-102. 

Ashforth,  B. E.  & Gibbs,  B.  W. (1990). The Double-Edge of 
Organizational Legitimation. Organizational Science, Vol. 1, pp. 177-
194. 

Astley, W.  G.  & Van de  Ven,  A.  H.  (1983). Central Perspectives and 
Debates in Organization Theory. Administrative Science Quarterly, Vol. 
28, pp. 245-273. 

Bandura, A. (1982). Self-Efficacy Mechanism in Human Agency. 
American Psychologist, Vol. 37, pp. 122-147. 

Bantel,  K.  A. & Jackson, S.  E.  (1989). Top Management and Innovations 
in Banking: Does the Composition of the Top Team make a Difference? 
Strategic Management Journal, Vol. 10, pp. 107-124. 

Bass,  B.  M. (1990). Bass & Stogdill's Handbook of Leadership 3  ed.  New 
York: The Free Press. 

Bentler,  P.  M.(1993). EQS: Structural Equations Program Manual . Los 
Angeles: BMDP Statistical Software. 

127 



Bergström, I. & Lumsden,  M. (1993).  Ekonomisystem i  mindre  företag  
[Accounting  and Information Systems in  Small Firms].  Luleå: Luleå 
University 

Birley, S. & Westhead,  P.  (1990). Growth and Performance Contrasts 
between "Types" of Small Firms. Strategic Management Journal, Vol. 11, 
pp. 535-557 

Blau,  P.  & Scott, W. (1962). Formal Organizations. San Francisco: 
Chandler. 

Bracker,  J.  S. & Pearson,  J. N.  (1986). Planning and Financial 
Performance of Small, Mature Firms. Strategic Management Journal, 
Vol. 7, pp. 503-522 

Brunson,  N.  (1982). The Irrationality of Action and Action Rationality: 
Decisions, Ideologies and Organizational Action, Journal of Business 
Studies, Vol. 19, pp. 29-44 

Burns, T. & Stalker,  G.  M. (1961). The Management of Innovation. 
London: Tavistock 

Burrell,  G.  & Morgan,  G.  (1979). Sociological Paradigms and 
Organizational Analysis: Elements of the Sociology of Corporate Life. 
Aldershot: Gower. 

Buzzel, R.D. & Gale,  B.  T. (1987). The PIMS Principles. New York: 
The Free Press. 

Cacioppo,  J.  T. & Petty,  R. E.  (1982). The Need for Cognition. Journal 
of Personality and Social Psychology, Vol. 42, pp. 116-131 

Cacioppo,  J.  T., Petty,  R. E.  & Kao,  C.  F. (1984). The Efficient 
Assessment of Need for Cognition. Journal of Personality Assessment, 
Vol. 48, No. 3, pp. 306-307 

Campbell,  D.  T. &  Fiske, D.  W. (1959). Convergent and Discriminant 
Validation by the Multitrait-Multimethod Matrix, Psychological Bulletin, 
Vol. 56, No. 2, pp. 81-105. 

Carlsson,  G.  &  Karlsson,  K.  (1970). Succession and Performance Among 
School Superintendents. American Sociological Review, Vol. 35, pp. 
710-718. 

128 



Chell,  E.  & Haworth,  J.  M. (1991). The Competitive Performance of 
SMEs in the UK Clothing Industry. International Small Business Journal, 
Vol. 10, No. 3, pp. 11-24. 

Child,  J.  (1972). Organizational Structure, Environment and 
Performance: The Role of Strategic Choice. Sociology, Vol. 6, pp. 1-22. 

Corsten,  H.  & Will, T. (1993). Reflections on Competitive Strategy and 
its Impact on Modern Production Concepts. Management International 
Review, Vol. 33, pp. 315-334. 

D'Aveni,  R.  A. (1989). The Aftermath of Organizational Decline: A 
Longitudinal Study of the Strategic and Managerial Characteristics of 
Declining Firms. Academy of Management Journal, Vol. 32, pp. 577-
605. 

D'Aveni,  R.  A. (1990). Top Managerial Prestige and Organizational 
Bankruptcy. Organization Science, Vol. 1, pp. 121-142. 

Daft,  R.  L., Sormunen,  J.  & Parks,  D.  (1988). Chief Executive Scanning, 
Environmental Characteristics, and Company Performanc: An Empirical 
Study. Strategic Management Journal, Vol. 9, pp. 123-139. 

Daily,  C.  M. (1994). Bankruptcy in Strategic Studies: Past and Promise. 
Journal of Management, Vol. 20, pp. 263-295. 

Daily,  C.  M. & Dalton,  D. R.  (1992). Financial Performance of Founder-
Managed versus Professionally Managed Small Corporations. Journal of 
Small Business Management, Vol. 30, No. 2, pp. 25-34.  

Das,  T.  K.  (1991). Time: The Hidden Dimension in Strategic Planning. 
Long Range Planning, Vol. 24, No. 3, pp. 49-57. 

Davidsson,  P.  (1989). Continued Entrepreneurship and Small Firm 
Growth. Stockholm: Stockholm School of Economics. 

Davis,  P.  S. &  Schul,  P.  L. (1993). Addressing the Contingent Effects of 
Business Unit Strategic Orientation on Relationships Between 
Organizational Context and Business Unit Performance. Journal of 
Business Research, Vol. 27, pp. 183-200. 

Day,  D.  V. & Lord,  R. G.  (1988). Executive Leadership and 
Organizational Performance: Suggestions for a New Theory and 
Methodology, Journal of Management, Vol. 14, pp. 453-464. 

129 



Dent,  J.  F. (1986). Organizational research in accounting: Perspectives, 
issues and a commentary. In M. Bromwich and A. Hopwood  (Eds.),  
Organizational research in accounting: Perspectives, issues and a 
commentary (pp. 143-178). : Pitman. 

Dermer,  J.  (1973). Cognitive Characteristics and Perceived Impact of 
Information. Accounting Review, July.  

Dess,  G. G.  , Newport, S. , & Rasheed, A. M. A. (1993). Configuration 
Research in Strategic Management: Key Issues and Suggestions. Journal 
of Management, Vol. 19, No. 4, pp. 775-795. 

DeVellis,  R.  (1991). Scale Development: Theory and Applications. 
Newbury Park, CA: Sage. 

Donaldson,  G.  &  Lorsch,  J.W. (1983). Decision Making at the Top. New 
York: McGraw-Hill. 

Dyer, W.  G.  (1986). Cultural Change in Family Firms. San Francisco: 
Jossey-Bass. 

Fredrickson,  J.  (1984). The Comprehensiveness of Strategic Decision 
Processes: Extentions, Observations, Future Directions. Academy of 
Management Journal, Vol. 27, No. 3, pp. 445-466. 

Fry, L. W. & Smith,  D.  A. (1987). Congruence, Contingency, and 
Theory Building. Academy of Management Review, Vol. 12, No. 1, pp. 
117-132. 

Gandemo, B.  (1976).  Företags finansiering.  Stockholm:  Norstedts. 

Gibb, A. A. & Scott, M.  G.  (1985). Strategic Awareness, Personal 
Commitment and the Process of Planning in the Small Business. Journal 
of Management Studies, Vol. 22, No. 6, pp. 597-632. 

Gilbert, L.R., Menon,  K.,  & Schwartz, K.B. (1990). Predicting 
bankruptcy for firms in financial distress. Journal of Business, Finance 
and Accounting, Vol. 1, pp. 161-171. 

Gist, M.  E.  (1987). Self-Efficacy: Implications for Organizational 
Behavior and Human Resource Management. Academy of Management 
Review, Vol. 12, No. 3, pp. 472-485. 

Glaser,  B.  & Strauss, A. (1967). The Discovery of Grounded Theory. 
Strategies for Qualitative Research. New York: Aldine Publishing 
Company. 

130 



Grinyer,  P. H.  & Norbum,  D.  (1975). Planning for Existing Markets: 
Perceptions of Executives and Financial Performance. Journal of the 
Royal Statistical Society, Vol. 138, Part 1, pp. 70-97.  

Gul,  F. A. (1986). Tolerance for Ambiguity, Auditors' Opinions and 
Their Effects on Decision Making, Accounting and Business Research, 
Spring 1986, pp. 99-105. 

Gupta, A.  K.  (1984). Contingency Linkages Between Strategy and 
General Manager Characteristics: A Conceptual Examination. Academy 
of Management Review, Vol. 9, pp. 399-412. 

Gupta, A.  K.  & Govindarajan, V. (1984). Business Unit Strategy, 
Managerial Characteristics, and Business Unit Effectivness at Strategy 
Implementation. Academy of Management Journal, Vol. 27, No. 1, pp. 
25-41. 

Guthrie,  J. P.  &  Oljan,  J. D.  (1991). Does Context affect Staffing 
Decisions? The Case of General Managers. Personnel Psychology, Vol. 
44, pp. 263-292. 

Haahti, A. J.(1989).Entrepreneurs' Strategic Orientation: Modeling 
Strategic Behavior in Small Industrial Owner-Managed Firms.. Helsinki: 
Helsinki School of Economics. 

Hambrick,  D. C.  (1983). High Profit Strategies in Mature Capital Goods 
Industries: A Contingency Approach. Academy of Management Journal, 
Vol. 26, No. 4, pp. 687-707. 

Hambrick,  D. C  & Fukutomi,  G. D.  S. (1991). The Seasons of a CEO's 
Tenure. Academy of Management Review, Vol. 16, No. 4, pp. 719-742. 

Hambrick,  D. C.  & Mason,  P.  A. (1984). Upper Echelons: The 
Organization as a Reflection of Its Top Managers. Academy of 
Management Review, Vol. 9, No. 2, pp. 193-206. 

Hannan, M. T & Freeman,  J. H.  (1977). The Population Ecology of 
Organizations. American Journal of Sociology, Vol. 82, pp. 929-964. 

Hedberg,  B.  &  Jönsson,  S. (1978). Designing Semi-Confusing 
Information Systems for Organizations in Changing Environments. 
Accounting, Organizations and Society, Vol. 3, No. 1, pp. 47-64. 

131 



Hedberg,  B,  Nystrom,  P.  & Starbuck, W. (1976). Camping on Seesaws: 
Prescriptions for a Self-Designing Organization. Administrative Science 
Quarterly, Vol. 21, pp. 41-65. 

Hitchins,  D.  W.  N.  & O'Farrell,  P. N.  (1987). The Comparative 
Performance of Small Manufacturing Firms in Northern Ireland and 
South East England. Regional Studies, Vol. 21, pp. 543-553. 

Hitchins,  D.  W.  N.  & O'Farrell,  P. N.  (1988). Comparative Performance 
of Small Manufacturing Companies in South Wales and Northern Ireland. 
Omega, Vol. 16, pp. 429-438. 

Hofer,  C.  W. (1980). Turnaround Strategies. Journal of Business 
Strategy, Vol. 1, pp. 19-31. 

Hofer,  C.  W. & Schendel,  D.  (1978). Strategy Formulation: Analytic 
Concepts. St Paul, MN: West 

Hofstede,  G.,  Neuijen,  B.,  Daval Ohayv,  D.  & Sanders,  G.  (1990). 
Measuring Organizational Cultures: A Qualitative and Quantitative Study 
across Twenty Cases. Administrative Science Quarterly, Vol. 35, pp. 
286-316.  

Holme,  I.  M.  &  Solvang,  B. K.  (1991).  Forskningsmetodik:  Om  
kvalitativa och kvantitativa metoder.  Lund:  Studentlitteratur.  

House,  R. J.,  Shane, S. A. & Herold,  D.  A. (1996). Rumors of the Death 
of Dispositional Research are Vastly Exaggerated. Academy of 
Management Review, Vol. 21, No. 1, pp. 203-224. 

Hrebiniak, L.  G.  & Joyce, W. F. (1985). Organizational  Adaption:  
Strategic Choice and Environmantal Determinism. Administrative 
Science Quarterly, Vol. 30, pp. 336-349. 

Hummel, T.  J.  & Sligo,  J.  (1971). Empirical Comparison of Univariate 
and Multivariate Analysis of Variance Procedures. Psychological 
Bulletin, Vol. 76, pp. 49-57. 

Häckner,  Y. E. R.  (1991). Den  svenska  trähusbranschen -  villkor och 
handlingsmöjligheter  [The Swedish Wooden Housing Industry - 
conditions and action opportunities]. Case Western Reserve University, 
The Weatherhead School of Management, Department of Marketing and 
Policy Studies, Cleveland, OHIO. 

132 



Häckner,  Y. E. R. (1992). Vad betyder  företagsledningens synsätt, 
affärsidé och utformningen  av  ekonomisystemet för ett företags 
lönsamhet?  [Management Approach, Business  Concept  and Management 
Control System Design  -  Impact  on  Firm  Profitability?]  Skövde:  CER.  

Inman,  J. J.,  McAllister, L. & Hoyer, W.  D.  (1990). Promotion Signal: 
Proxy for a Price Cut? Journal of Consumer Research, Vol. 17, pp. 74-
81 

Ivancevich,  J.  M. & Donnelly,  J. H.  Jr. (1974). A Study of Role Clarity 
and Need for Clarity for Three Occupational Groups, Academy of 
Management Journal, Vol. 17, No. 1, pp. 28-36. 

Jaworski,  B. J.  & Kohli, A. (1993). Market Orientation: Antecedents and 
Consequences. Journal of Marketing, Vol. 57, July, pp. 53-70. 

Johannisson, B. & Lindmark,  L.  (Eds.)  (1996).  Företag - Företagare - 
Företagsamhet.  Lund:  Studentlitteratur. 

Keasey,  K.  & Watson,  R.  (1987). Non-Financial Symptoms and the 
Prediction of Small Company Failure: A Test of Argenti's Hypotheses. 
Journal of Business Finance and Accounting, Vol. 14, No. 3, pp. 335-
354. 

Kharbanda, 0.  P.  & Stallworthy,  E.  A. (1985). Corporate Failure. 
Prediction, Panacea and Prevention. New York: McGraw-Hill. 

Kim, L. & Lim,  Y.  (1988). Environment, Generic Strategies, and 
Performance in a Rapidly Developing Country: A Taxonomic Approach, 
Academy of Management Journal, Vol. 31, No. 4, pp. 802-827. 

Kohli, A.  K.  & Jaworski,  B. J.  (1990). Market Orientation: The 
Construct, Research Propositions, and Managerial Implications. Journal 
of Marketing, Vol. 54,  april  1990, pp.1-18.  

Kotter,  J. P. (1982). The General  Managers.  New York: The  Free Press.  

Lang, L.  H. P.  & Stultz,  R.  M. (1992). Contagion and Competitive Intra-
industry Effects of Bankruptcy Announcements. Journal of Financial 
Economics, Vol. 32, pp. 45-60. 

Lawrence,  R. P.  &  Lorsch,  J.  W. (1967). Organizations and 
Environment: Managing Differentiation and Integration. Boston: Harvard 
University 

133 



Lefebvre,  E.  & Lefebvre, L. A. (1992). Firm Innovativeness and CEO 
Characteristics in Small Manufacturing Firms. Journal of Engeneering 
and Technology Management, Vol. 9, pp. 243-277. 

Lieberson, S. & O'Connor,  J.  F. (1972). Leadership and Organizational 
Performance: A Study of Large Corporations. American Sociological 
Review, Vol. 37, No. 2, pp. 117-130. 

LoPucki, L. M. (1981). Encouraging Repayment under Chapter 13 of the 
Bankruptcy Code. Harvard Journal on Legislation, Vol. 18, pp. 347-388. 

LoPucki, L. M. (1992). Strange Visions in a Strange World: A Reply to 
Profeessors Bradley and Rosenzweig. Michigan Law Review, Vol. 91, 
pp. 79-110. 

LoPucki, L. M. & Whitford, W.  C.  (1990). Bargaining over Equity's 
Share in the Bankruptcy Reorganization of Large Publically Held 
Companies. University of Pennsylvania Law Review, Vol. 139, pp. 125-
196.  

Lorsch,  J.  W. & Morse,  J. J.  (1974). Organizations and their members: A 
contingency approach. New York: Harper & Row. 

Macintosh,  N. B.  (1985). The Social Software of Accounting and 
Information Systems. London: John Wiley & Sons 

Mascarenhas,  B.  (1989). Strategic Group Dynamics. Academy of 
Management Journal, Vol. 32, No. 2, pp. 333-352. 

Mason,  C.  M. & Harrison,  R.  T. (1985). The Geography of Small Firms 
in the UK: Towards a Research Agenda. Progress in Human Geography, 
Vol. 9, pp. 1-37. 

McGuire,  J.  W. (1976). The Small Enterprise in Economics and 
Organizations Theory. Journal of Contemporary Business, Vol. 6, No. 2, 
pp.115-138. 

Meindl,  J. R.  & Ehrlich, S.  B.  (1987). The Romance of Leadership and 
the Evaluation of Organizational Performance. Academy of Management 
Journal, Vol. 30, No. 1, pp. 91-109. 

Meyer, M. W. & Rowan,  B.  (1977). Instructional Dissensus and 
Institutional Consensus in Schools. pp. 233-262 in M. W Meyer & 
Associates  (Eds.),  Environments and Organizations. San Francisco, 
Jossey-Bass. 

134 



Miles,  R.  & Snow,  C.  (1978). Organizational Strategy, Structure, and 
Process. New York: McGraw-Hill 

Miller,  D.  (1992). The Generic Strategy Trap. The Journal of Business 
Strategy, Jan/Feb, pp. 37-41. 

Miller,  D.  & Friesen,  P. H.  (1986a). Porter's (1980) Generic Strategies 
and Performance: An Empirical Examination with American Data. Part 
I: Testing Porter. Organization Studies, Vol. 7, No. 1, pp. 37-55. 

Miller,  D.  & Friesen,  P. H.  (1986b). Porter's (1980) Generic Strategies 
and Performance: An Empirical Examination with American Data. Part 
II: Performance Implications. Organization Studies, Vol. 7, No. 3, pp. 
255-261. 

Miller,  D.,  Kets de Vries, M. F.  R.  & Toulouse,  J-M. (1982). Top 
Executive Locus of Control and Its Relationship to Strategy Making, 
Structure, and Environment. Academy of Management Journal, Vol. 25, 
pp. 237-253. 

Miller,  D.  & Toulouse,  J-M. (1986). Chief Executive Personality and 
Corporate Strategy and Structure in Small Firms. Management Science, 
Vol. 32, No. 11, November 1986, pp. 1389-1409 

Mintzberg,  H.  (1973). Strategy-Making in Three Modes. California 
Management Review, Vol. 16, pp. 44-53. 

Mintzberg,  H.  (1979). The Structuring of Organizations. Englewood 
Cliffs, N.J: Prentice-Hall. 

Mock, T.  J.  , Estrin, T. L. & Vasarhelyi, M. A. (1972). Learning 
Patterns, Decision Approach and the Value of Information. Journal of 
Accounting Reseach, Spring, pp. 129-153. 

Moulton, W.  N.  & Thomas,  H.  (1993). Bankruptcy as a Deliberate 
Strategy: Theoretical Considerations and Empirical Evidence. Strategic 
Mangernent Journal, Vol. 14, pp. 125-135.  

Narver, J. C.  & Slater, S. F. (1990). The Effect of a Market Orientation 
on Business Performance. Journal of Marketing, Vol. 54, Oct, pp. 20-35. 

Nilsson, A. (1995). The Analogy as a Decision Model: A Study of 
Management Team Members in Two Consulting Firms. Licenciate 
Thesis,  Luleå: Luleå  University. 

135 



Norusis, M. (1990). SPSS Advanced Statistics: User's Guide. Chicago, 
IL.: SPSS Inc. 

O'Farrell, P.N. & Hitchins,  D.  W.  N.  (1988). The Relative 
Competitiveness and Performance of Small Manufacturing Firms in 
Scotland and the Mid-West of Ireland: An Analysis of Matched Pairs. 
Regional Studies, Vol. 22, pp. 399-416.  

Ohlson,  J.A. (1980). Financial ratios and the probabilistic prediction of 
bankruptcy. Journal of Accounting Research, Vol. 8, Spring, pp. 109-
131. 

Organization Studies. (1988). Special Issue on Current Trends. 
Organization Studies, Vol. 9, No.l. 

Parker,  B.  & Helms, M. M. (1992). Generic Strategies and Firm 
Performance in a Declining Industry. Management International Review, 
32, 23-39. 

Paulhaus,  D.  L. (1983). Sphere-Specific Measures of Perceived Control. 
Journal of Personality and Social Psychology, Vol. 44, pp. 1253-1265. 

Pedhazur,  E. J.  & Schmelkin, L. (1991). Measurement, Design, and 
Analysis: An Integrated Approach. Hillsdale, N.J.: Lawrence Erlbaum. 

Peel, M.  J.  & Peel,  D.  A. (1987). Some Further Empirical Evidence on 
Predicting Private Company Failure. Accounting and Business Research, 
Vol. 18, pp. 57-66. 

Peterson,  R  & Mahajan, V. (1976). Practical Significance and 
Partitioning Variance in Discriminant Analysis. Decision Sciences, Vol. 
7, pp. 649-658. 

Pfeffer,  J.  (1977). The Ambiguity of Leadership. Academy of 
Management Review, Vol. 2, pp. 194-212. 

Pfeffer,  J.  & Davis-Blake, A. (1986). Administrative Succession and 
Organizational Performance: How Administator Experience mediates the 
succession Effect. Academy of Management Journal, Vol. 29, pp. 72-83. 

Pfeffer,  J.  & Salancik,  G. R.  (1978). The External Control of 
Organizations. A Resource Dependence Perspective. New York: Harper 
& Row 

Porter, M.  E.  (1976). Interbrand Choice, Strategy, and Bilateral Market 
Power. Cambridge, MA: Harvard University Press. 

136 



Porter, M.  E.  (1980). Competitive Strategy. New York: The Free Press. 

Porter, M.  E.  (1981). The Contribution of Industrial Organization 
Theory to Strategic Management. Academy of Management Review, Vol. 
6, No. 4, pp. 609-620. 

Porter, M.  E.  (1991). Towards a Dynamic Theory of Strategy. Strategic 
Management Journal, Vol. 12, pp. 95-117. 

Powell, Thomas  C.  (1992). Organizational Alignment as Competitive 
Advantage. Strategic Management Journal, Vol. 13, pp. 119-134. 

Ramaswamy,  K.,  Thomas, A. S. & Litschert,  R. J.  (1994). Organizational 
Performance in a Regulated Environment: The Role of Strategic 
Orientation. Strategic Management Journal, Vol. 15, pp 63-74. 

Reed,  R.,  Lemak,  D. J.  & Montgomery, J.C. (1996). Beyond Process: 
TQM Content and Firm Performance. Academy of Management Review, 
Vol. 21, No. 1, pp. 173-202. 

Reitsperger, W.  D.,  Daniel, S.  J.,  Tallman, S.  B.  & Chismar, W.G. 
(1993). Product Quality and Cost Leadership: Compatible Strategies?. 
Management International Review, Vol. 33, No. 1, pp. 7-21. 

Robinson, R.B. & Pearce,  J.  A. (1984). Research Thrusts in Small Firm 
Strategic Planning. Academy of Management Review, Vol. 9, No. 1, pp. 
128-137.  

Rotter, J. B.  (1966). Generalized Expectancies for Internal vs. External 
Control of Reinforcement. Psychological Monographs: General and 
Applied, Vol. 80, No. 609, whole 

Roy,  J.  & Bargmann, R.E. (1958). Tests of Multiple Independence and 
the Associated Confidence Bounds. Annals of Mathematical Statistics, 
Vol. 29, pp. 491-503. 

Schoemaker,  P. J. H.  (1990). Strategy, Complexity and Economic Rent. 
Management Science, Vol. 36, No. 10, pp 1178-1192.  

Skogsvik,  K.  (1985).  Nyckeltal förutspår finansiell  kris.  Balans,  No. 5, 
pp. 8-13.  

Skogsvik,  K.  (1988).  Prognos  av  finansiell  kris  med  redovisningsmått-
En  jämförelse mellan  traditionell  och  inflationsjusterad  redovisning 
(avhandling).  Stockholm:  Högskolan i  Stockholm,  Ekonomiska 
Forskningsinstitutet.  

137 



Slater, S. F. &  Narver, J. C.  (1994). Does Competitive Environment 
Moderate the Market Orientation - Performance Relationship? Journal of 
Marketing, Vol. 58, pp. 46-55. 

Stevens,  J.  (1992). Applied Multivariate Statistics for the Social Sciences 
(2nd  ed.).  Hillsdale, N.J.: Lawrence Erlbaum. 

Stevens,  J.  M., Boyer,  J.  M. & Trice,  H.  M. (1978). Assessing Personal 
Role, and Organizational Predictors of Managerial Commitment. 
Academy of Management Journal, Vol. 18, pp. 74-81. 

Stuart,  R.  W. & Abetti,  P.  A. (1990). Impact of Entrepreneurical and 
Management Experience on Early Performance. Journal of Business 
Venturing, Vol. 5, pp. 151-162. 

Sutton,  R.  I. & Callahan, A. L. (1987). The Stigma of Bankruptcy: 
Spoiled Organizational Image and its Management. Academy of 
Management Journal, Vol. 30, pp. 405-436. 

Svensson,  K,  & Ulvenblad,  P.-A. (1994).  Bankmäns hantering  av  
krediter till  små  företag -  en studie ur  ett  
info  rmationshanteringsperspektiv. Licenciatuppsats,  Lund: Lunds 
Universitet.  

Sweeney,  G. P.  (1987). Innovation, Entrepreneurs and Regional 
Development. London: Francis Pinter. 

Tan,  J. J.  & Litschert,  R. J.  (1994). Environment - Strategy Relationship 
and its Performance Implications: An Empirical Study of the Chinese 
Electronics Industry. Strategic Management Journal, Vol. 15, pp. 1-20. 

Taylor, F. W. (1947). Scientific Management. New York: Harper & 
Brothers. 

Thomas, A.  B.  (1988). Does Leadership Make a difference to 
Organizational Performance? Administrative Science Quarterly, Vol. 33, 
pp. 388-400. 

Thompson,  J. D.  (1967). Organizations in Action. New York: McGraw 
Hill.  

Tosi, H.  (1992). The Environment/Organization/Person Contingency 
Model: A Meso Approach to the Study of Organizations, London: JAI 
Press. 

138 



Venkatraman,  N.  (1990). Performance Implications of Strategic 
Coalignment: A Methodological Perspective. Journal of Management 
Studies, Vol. 27, No. 1, pp. 19-41. 

Venkatraman,  N.  & Prescott,  J. E.  (1990). Environment-Strategy 
Coalignment: An Empirical Test of its Performance Implications. 
Strategic Management Journal, Vol. 11, pp. 1-23. 

Venkatraman,  N.  & Ramanujam, V. (1986). Measurement of Business 
Performance in Strategy Research: A Comparison of Approaches. 
Academy of Management Review, Vol. 11, No. 4, pp. 801-814. 

Welsh,  J.  A. & White,  J.  F. (1981). A Small Business is Not a Little Big 
Business. Harvard Business Review, Vol. 58, No. 4, pp. 18-32. 

Westerberg, M.  R.,  Singh,  J.  & Häckner,  Y. E. R.  (1994).Surviving in 
the Cold: A Framework for the Study of Swedish Construction Suppliers 
in a Rapidly Changing Environment.. In Proceedings for AMA Summer 
Educator's Conference in San Francisco, August 1994. 

Westerberg, M.  R.,  Singh,  J.  & Häckner,  Y. E. R.  (1995). Does the CEO 
Matter? An Empirical Study of Market and Finacial Performance of 
Small Swedish Firms Operating in Turbulent Environments, In 
Proceedings for EMACs 24th conference in Paris 16-19 May, 1995. 

Wiener,  N.  & Mahoney, T. A. (1981). A Model of Corporate 
Performance as a Function of Environmental, Organizational, and 
Leadership Influences. Academy of Management Journal, Vol. 24, No. 3, 
pp. 453-470. 

Wiersema, M. F. & Bantel,  K.  A. (1992). Top Management Team 
Demography and Corporate Strategic Change. Academy of Management 
Journal, Vol. 35, No. 1, pp. 91-121. 

Wood,  R.  & Bandura, A. (1989). Social Cognitive Theory of 
Organizational Management. Academy of Management Review, Vol. 14, 
No. 3, pp. 361-384. 

Woodruff, A. M. & Alexander, T.  G.  (1958). Success and Failure in 
Small Manufacturing. A Study of 20 Small Manufacturing Concerns, 
Pittsburgh: 

Woodward,  J.  (1965). Industrial Organization: Theory and Practice. 
London: Oxford University Press. 

139 



Wright,  P.,  Kroll, M.,  Tu,  H.  & Helms, M. (1991). Generic Strategies 
and Business Performance: an Empirical Study of the Screw Machine 
Products Industry. British Journal of Management, Vol. 2, pp 57-65. 

Yin, R.K. (1989). Case Study Research. Design and Methods. Newbury 
Park: Sage Publications. 

Zavgren,  C.  V. (1985). Assessing the Vulnerability to Failure of 
American Industrial Firms: A Logistic Analysis. Journal of Business and 
Accounting, Vol. 12, No. 1, pp. 19-45. 

Zhara, S. A. & Pearce II,  J.  A. (1990). Reseach Evidence on the Miles-
Snow Typology. Journal of Management, Vol. 16, No. 4, pp. 751-768. 

Zmud,  R.  W. (1979). Induvidual Differences and MIS Success: A Review 
of the Empirical Literature. Management Science, October, pp. 966-979. 

140 



Appendix 1 
Example of Cover Letter Sent to the CEOs 

	

HÖGSKOINI I IIREÄ 	
erf 

	

LULEA UNIVERSITY, SWEDEN 	 CASE WESTERN RESERVE UNIVERSITY  

Luleå  den 10  Maj  1994 

«föniamn»«vd-namn» 
«företag» 
«g-adress» 
«p-adress» 

Enkätundersökning av svenska trähus- och snickeriföretag 

Sveriges snickeri- och trähusfabriker och  har  drabbats av  en  extrem marknadsturbulens (liksom 
byggbranschen i övrigt). För att få kunskap om hur företag klarar sådana påfrestningar bedriver 
Högskolan i Luleå tillsammans med  CASE Western Reserve  University i  Cleveland, USA,  ett projekt 
som  har  till syfte att kartlägga olika faktorers betydelse för framgång i dessa miljöer. 
Branschorganisationerna (SNIRI och STR)  har  uttalat sitt stöd för undersökningen  (se  bilagt brev). 

Alla företag i  den  svenska trähus- och snickeribranschen med fler än  10  anställda  (under 1992)  
omfattas av undersökningen. Frågorna handlar om dina uppfattningar på några områden. Frågorna är 
enkla och tar cirka  15  minuter att besvara.  Den  tid  du  lägger ned på att besvara frågeformuläret är av 
stor betydelse för oss.  Dina  svar kan inte ersättas av någon annans, och undersökningen står och  
faller  med antalet besvarade enkäter. Enkätformuläret postar  du  enklast i det bifogade portofria 
svarskuvertet. När vi fått ditt formulär noterar vi att  du  svarat (så  du  inte får någon påminnelse). 
Därefter behandlas dina uppgifter konfidentiellt. Svaren kommer endast att användas för olika 
statistiska sammanställningar och beräkningar. Enskilda svar skall inte kunna spåras. 

Undersökningen kommer att avrapporteras i  form  av  en  vetenskaplig  rapport  på engelska,  men  också 
i  form  av  en  praktikerorienterad  rapport  på svenska.  Om du  eller någon annan på företaget vill ta  del  
av resultatet (som beräknas vara  klart  vintern/våren  95)  kan talongen längst ner på denna sida skickas  
in  till oss med kryss för  den rapport  som önskas. Antingen skickar ni med  den  tillsammans med 
frågeformuläret i det portofria kuvertet, eller så skickar ni det i ett annat kuvert  under  adress: 

Högskolan i Luleå 
Inst.  TES 
Mats  Westerberg  
971 87  Luleå  

Om du har  frågor angående enkäten kontakta  Mats  Westerberg  på telefon  0920/91808  eller  fax  
0920/72160.  

Tack  på förhand för  din  medverkan. 

Med vänliga hälsningar  

Mats  Westerberg 	 Einar  Häcicner  
Doktorand  i företagsekonomi 	 Professor  i företagsekonomi  

Ja  tack,  jag  önskar ett exemplar av (välj  en,  ej båda) 	«förnarrm»«vd-namn» 
«företag»  

11 	vetenskapliga rapporten på engelska 	 «g-adress»  
3 	praktikerrapporten på svenska 	 «p-adress» 



Appendix 2 
Endorsement Letter from the CEO of the of the industry 

cooperation organization (SNIRI/STR)  

SNICKERIFABRIKERNAS RIKSFÖRBUND  
SVERIGES  TRÄHUSFABRIKERS  RIKSFÖRBUND 

Forskningsprojekt om  organisations-  och omgivningsfaktorers betydelse för företags 
prestationer 

Professorn i företagsekonomi  Einar  Häcicner och hans medarbetare civilingenjören 
och doktoranden  Mats  Westerberg,  kommer i vår att genomföra  en  studie av svenska 
medelstora byggnadsföretag för att utröna hur  organisations-  och omgivningsfaktorer 
påverkar företagets prestationer. Förhoppningsvis kommer olika framgångsfaktorer 
att kunna kartläggas. Resultatet beräknas vara  klart  våren  1995.  

I sitt tidigare arbete  har  Häckner visat sig vara  en  seriös forskare som i finansierings-
frågor  m m  stött vår bransch i pressuttalanden och liknande aktiviteter. 

j

cw) 

 ed vänliga hälsningar  

Lars M  Hultkvist 

SNICKERIFABRIKERNAS RIKSFÖRBUND•SVERIGES TRÄHUSFABRIKERS RIKSFÖRBUND 
Grevgatan  5,  Box  14041, 104 40 Stockholm,  Fax  08-66093 94,  Tel  08-667 80 00  



Appendix 3 	 1(5) 
The Questionnaire in Swedish  

Undersökning av svenska trähus- och snickeriföretag C  
Del 1 

Till  att börja med  skulle  vi vilja ta  del  av  din  inställning eller uppfattning på tre områden;  a)  aspekter på  
din  arbetssituation, b)  din  inställning till affärer i  din  bransch och ditt företag,  samt  c)  din  uppfattning av 
hur marknaden ser på ditt företag. Var vänlig och läs följande påståenden och "X:a"  den  tillämpliga 
kategorin. Kategorierna är: 

Tar 	Tar delvis 	Tar varken avstånd 	Instämmer 	Instämmer 
avstånd frän 	avstånd frän 	frän eller instämmer 	delvis  

1 	 2 	 3 	 4 	 5  

	

Tar 	 Instämmer 
aystånd frän 

mitt arbete 	 1 
1. sysslar  jag  mer med komplexa (svåröverskådliga) än med enkla  problem 	3 
2. överväger  jag  ofta saker, både mycket och länge 	  3 
3. tänker  jag  mer på små, dagliga projekt än på långsiktiga 	  3 

4. har jag  arbetsuppgifter som innefattar att komma fram med nya lösningar 
på alldagliga  problem 	  13 

7. överväger  jag  ofta frågeställningar, även  de  som inte berör mig personligen  3 
8. vill  jag  gärna fundera, även då  jag  sysslar med rutinuppgifter 	  3 
9. låter  jag  saker ske, snarare än att försöka förstå varför  de  sker 	  3 

När det gäller affärer i mitt företag/vår bransch, anser  jag  i allmänhet att...  
1. det gäller främst att vara på rätt  plats  vid rätt tillfälle för att lyckas 	 
2. framgång är  en  fråga om hårt arbete; tur  har  lite eller ingenting med det 

att göra 	  3 
3. vårt företas framgång är till stor  del  beroende av krafter som är alltför 

svå'röverskadliga för att kunna förstås eller kontrolleras 	  3 
4. jag har  svårt att påverka det som händer i mitt företag 	  3 

5. det är sällan klokt att göra strategiska  planer.  Mycket visar sig ändå vara 
omständigheter som företaget inte kan påverka 	  3 

6. när  jag  gör  planer  för mitt företag är  jag  nästan säker på att  jag  kan få  dem  
att fungera 	  3 

7. jag  kan lära mig nästan vad som helst bara  jag  bestämmer mig för det 	 3 

8. jag  trivs med att arbeta i snabbt växlande marknadsförhållanden 	 EJ 
9. osäkerheten runt mitt företag minskar mina möjligheter att göra mitt bästa 

som  chef 	  3 
10. jag  blir ofta irriterad när oförutsedda händelser stör  min  planering 	 3 
11. jag  uppskattar  de  utmaningar som följer av osäkra marknadsförhållanden 	 EJ  

2 3 4 5 

3 3 3 3 
3 3 3 3 
3 3 3 El 

3 3 3 1 

3 3 3 3 

3 3 3 3 
3 3 3 3 
3  n  3 3  

3 [3 3 3 

3 3 3 EJ 

3 3 3 3 
3 El 3 

3 3 3 1 

3 3 3 3 
3 3 t1 3 

7; 3 EJ El 

3 l3 3 3 
EJ 3 3 EJ 
3 3 3 3 

5. ger  jag  mig ofta hän åt  abstrakt  tankearbete 	  33331 
6. nöjer  jag  mig med att något löser uppgiften.  Jag  bryr mig inte om hur 

eller varför det fungerar 	  3 

.0 Copyright.  Får ej kopieras/användas utan skriftligt tillstånd från författarna 



Del 1 (forts) 

På  marknaden är  vi  kända för att vara ett företag  som... 
1. ofta är först  med  att introducera innovativa nyheter 	 
2. begär ett högre  pris  än våra  konkurrenter 	 
3. har  särpräglade  produkter med  högsta  kvalitet 	 

4. erbjuder bra värde för pengarna genom att hålla låga  priser 
5. erbjuder  få  extratjänster, för att kunna hålla lägre  priser 	 
6. betonar att kostnaderna skall  !Atlas på  ett  minimum 	 

7. tjänar  en bred flora av kunder 	  
8. inriktar  sig  mot  en  speciell,  klart  definierad, kundgrupp 	 
9. medvetet  valt  ett  smalt produktsortiment 	  

10. ofta anpassar sina  produkter  till enskilda kunders  behov 	 

Tar 
avstånd frän  

2(5)  
Instämmer 

1 2 3 4 5 

CI  3 3 3  CI  
3 3 3 3 3 
3 3 3 3 71 

	 3 3 3 3 3 
r:i 	Ci  [71 3 3 
1 3 3 3 3 

CI  3 3 3 3 
3 7) El 3 3 
171 3 3 3 3 
3 3 3 3 3 

Del 2  
Härnäst,  skulle  vi vilja ta  del  av dina upplevelser. Nedan finns ett antal påståenden som alla är typiska 
beskrivningar av VD:s upplevelser i företag liknande ditt. Var vänlig och ange hur ofta  du  själv  har haft  
liknande upplevelser  under de  senaste två åren (eller  sedan du  blev  VD  om detta skedde senare). Läs 
påståendena och "X:a"  den  tillämpliga kategorin. Kategorierna är:  

Har  aldrig 	Har  sällan 	Har  inträffat 	Har  ofta 	Har  inträffat 
inträffat 	inträffat 	 ibland 	inträffat 	hela tiden  

1 	 2 	 3 	 4 
Har  aldrig  
inträffat 

Under de  senaste två åren (eller  sedan jag  blev  VD)  har jag... 	 1 2 

1. upplevt att  jag  arbetat mot ouppnåeliga mål 	  3 3 
2. varit tvungen att hantera  en  betydande osäkerhet ayseende företagets 

marknad 	  El 3 
3. tyckt att mängden arbete  jag  varit tvungen att göra, gått ut över kvalitén på 

det som blivit gjort 	  3 [71 

4. upplevt svårigheter med att kombinera  de  motstridiga krav som mitt jobb 
och  min  familj ställer 	  3 Ell 

5. tyckt att  jag gjort  saker mot mitt bättre vetande 	  3  CI  
6. upplevt att  jag har haft  liten kontroll över uppgifter  som jag  behövt utföra 	 cji  3 

7. varit tvungen att lita till personer som varit omotiverade och/eller opålitliga.  3 3 
8. känt att vår bransch erbjuder få framtidsutsikter 	  n  3 
9. varit tvungen att bemöta konkurrenter som agerat alltför aggressivt 	 3 3  

5 
Har  inträffat 

hela tiden  

3 4 5 

71 El 3 

3 3 71 

3 3 3 

EI 3 3 
3 3 3 
3 3 3 

3 3 13  
3 3 3 
n n  3 

10. varit tvungen att hantera ointresserade och kyligt inställda kunder 	 
11. upplevt att regeringsmaktens bestämmelser ändrats alltför snabbt 	 
12. undrat över om  jag  gör rätt saker för att få lönsamhet i framtiden 	 

EJEJ EJEJEJ 
3 3 3 3 
3 3 3 3 3 



Del 3 	 3(5)  
Denna  del  handlar om vad som sker i ert företag. Mer specifikt vill vi att  du  skall ange vad som verkligen 
händer i ert företag snarare än vad  du  önskar att ska hända. Var vänlig och läs följande påståenden och 
"X:a"  den  kategori som är tillämplig.  Den  mellersta kategorin skall användas om  du  är osäker på vilket  
alternativ  som passar bäst. Kategorierna är: 

Händer 	Händer 	 Händer 	 Händer 	 Händer 
aldrig 	 sällan 	 ibland 	 ofta 	 hela tiden  

1 	 2 	 3 	 4 	 5  
Händer 	 Händer 
aldrig 	 hela tiden 

I vårt företag...  
1. när ett arbete ska utföras, fäster vi större vikt vid tillvägagångssättet än vid 

utfallet 	  
2. bryr vi oss mer om hur vi löser uppgifterna än att uppgifterna blir lösta 	 
3. belönas anställda mer för hur mycket  de  anstränger sig än för vad  de  

uppnår 	  

4. betraktas  folks  privatliv som deras egen ensak 	  
5. bryr vi oss mer om arbetsuppgifter som skall göras än om människorna 

som gör  dem 	  

6. involverar  jag  mina anställda när viktiga beslut ska fattas 	 
7. ser  jag  till att övervaka alla viktiga händelser i företaget 	 
8. ingriper  jag  bara i mina anställdas arbeten om något går snett  
9. delar  jag  med mig av viktig  information  till mina anställda 	 

10. säger alla öppet vad  de  tycker 	  
11. litar  de  anställda på varandra och samarbetar med varandra  
12. behövs alla på arbetsplatsen, annars tornar arbete upp sig hos  den  som är 

borta 	  EJEJ EJEJ EJ  

1 2 3 4 5 

3 3 3 3 3 
71 3 3 3 3 

3 3 3 3 3 

El 3 3 3 0 

El 3 3 3 El 

3 El 3 El 3 
3 3 3 3  n  
3 3  n n  3 
El El 3 3 3 

3 3 3 3 EJ 
3 3  n  3 3 

13. när vi anställer eller befordrar någon är kompetensen i arbetsuppgiften 
viktigare än andra faktorer  (t ex  personlighet och utbildning) 	  

14. identifierar sig  de  anställda mer med andra som  har  samma arbete än med 
företaget som helhet 	  

15. agerar alla kostnadsmedvetet 	  
16. håller vi mötestider punktligt 	  
17. när vi skall fatta viktiga beslut, ses fakta som mer betydelsefulla än 

personliga omdömen 	  

 

 

18. ser vi kundtillfredsställelse som viktigare än kortsiktiga vinster 	 
19. beaktar vi, innan vi anpassar oss efter behov och önskemål från enskilda 

kunder, vilka följder det får för organisationens effektivitet 	  
20. belönas  de  anställda i högre  grad  för att  de  skapar kundvärde än för att  de  

åstadkommer kostnadseffektivitet 	  
21. betraktar vi, när det kommer till kritan,  en  nöjd kund som viktigare än  en  

nöjd anställd 	  

22. lägger vi ned mycken  kraft  och ansträngning på att göra strategiska  planer 	 
23. betonar vi att gå till botten för att utröna orsaken till ett  problem,  snarare än 

att genomföra förändringar som eliminerar problemet 	  
24. bryr vi oss mer om att få saker gjorda, än att bara planera  dem 	 
25. tar vi fram  en  väl genomtänkt  plan  innan vi skrider till verket 	 

3 3 3 El 3 

3 3 EJ 3  n  

3 3 3 3 3 
3 3 El 3 El 

3 3 3 3 3 

3 3 3 3 3 

EJ 	EJ  n  3 3 

n  3 El 3 3 

3 3 3 3 3 

3 3  Ej  3 3 

EJ 3 3 3 3 
EJ 3 3 3 El 
El 3 3 3 3  



Del 4 	 4(5)  
I denna  del  är vi intresserade att ta  del  av dina uppfattningar rörande hur marknaden som ditt företag 
agerar på  har  ändrats  sedan 1992  (eller  sedan du  blev  VD  om detta skedde senare). Läs påståendena och 
"X:a"  den  tillämpliga kategorin. Kategorierna är: 

Minskat 	Minskat 	Ingen  nämnvärd 	Ökat 	 Ökat 
betydligt 	något 	 förändring 	något 	 betydligt  

1 	 2 	 3 	 4 	 5  
Minskat 	 ökat 
betydligt 	 betydligt 

När  jag  jämför dagens marknad med  den 1992  (eller när  jag  blev  VD)  sä  har... 
1. möjligheten att förutsäga efterfrågan på våra produkter 	  
2. min  kunskap om faktorer som ligger till grund för kunders preferenser 	 
3. min  förmåga att identifiera lönsamma kundsegment 	  

4. mitt företags förmåga att bemöta konkurrenternas agerande 	  
5. min  kunskap om konkurrenternas styrkor och svagheter 	  
6. konkurrensintensiteten inom vårt marknadssegment 	  

7. mitt företags beroende av våra leverantörer 	  
8. mitt företags beroende av  modern  produktionsteknologi (maskiner, 

datorer, etc) 	  

9. osäkerheten ayseende statliga och regionala regleringar i vår bransch 	 
10. osäkerheten ayseende nivån på statliga och regionala subventioner i vår 

bransch 	  
11. osäkerheten ayseende  den  svenska ekonomins utveckling 	  

12. min  övergripande förståelse av samtliga  de  faktorer som bidrar till vår 
framgång i dagens marknadssituation 	  

Del 5  
Slutligen,  skulle  vi vilja erhålla bakgrundsinformation om  dig  och ditt företag. Dessa uppgifter används 
bara för klassificeringen och behandlas, liksom enkäten i övrigt, konfidentiellt. Var vänlig och läs följande 
påståenden och "X:a"  den  tillämpliga kategorin. Kategorierna är: 

	

Mycket  under 	Under 	 Omkring 	Över 	Mycket över 

	

genomsnittet 	genomsnittet 	genomsnittet 	genomsnittet 	genomsnittet  

1 	 2 	 3 	 4 	 5  
Mycket  under 	Mycket över 
genomsnittet 	 genomsnittet 

Betraktande kalenderåret  1992  och i jämförelse med konkurrenterna var...  
6. vår lönsamhet 	  
7. vår nivå när det gäller kundtillfredsställelse 	  
8. vår tillväxt i försäljningsvolym 	  
9. vår tillväxt i marknadsandel 	  

10. vår produktivitet 	  

1 2 3 4 5 

3 3 3 3 3 
3 3 [3 3 3 
3 3 n 

3 3 3 3 [71 
3 3 3 3 [3 
3 3 n 3 3 

[71 3 3 3 3 

3 3 3 3 3 

El 3 3 3 3  

n n 3 
[3 t3 3 0 

[3 3 3 3 

Betraktande nuläget och i jämförelse med konkurrenterna är...  
1. vår lönsamhet 	  
2. vår nivå när det gäller kundtillfredsställelse 	  
3. vår tillväxt i försäljningsvolym 	  
4. vår tillväxt i marknadsandel 	  
5. vår produktivitet 	  

1 2 3 4 5 

ZI  3 3 3 3 
3 3 3 3 3 
3 3 3 3 1 
3 3 1 3 3 
El 3 3 3 3  

3 3 n 3 3 
3 3 3 3 3 
3 3 3 3 3 
[3 3 3 n 3 

3 3 3 3 



	 år  

19 	 

	 år  

Del 5 (forts.)   5(5)  

Var vänlig och fyll i tomrummen eller "X:a" det tillämpliga alternativet. OBS! Endast ett kryss  per  
frågeställning.  

1.  Ålder:   år  

 

    

2  Kön:  

3. Ange  din  högsta  utbildning:  

4. Ange inriktning på  din  huvudsakliga 
utbildning:  

5. Ange yrkeskategori där  du har 
din  huvudsakliga  arbetserfarenhet:  

6. Antal år  du  arbetat för 
detta företag:  

7. Året  du  blev  VD  
för detta företag:  

8. Om du  också räknar med tidigare 
erfarenheter, ange sammanlagd längd 
som  du  arbetat som  VD:  

3 Man  
• Kvinna  

3  Folkskola/Grundskola  
3 	Tvåårigt  gymnasium 
3 	Tre- (eller fyra-) årigt  gymnasium  
• Högskola  
3 	Annan utbildning 

(ange vilken)  

3  Ekonomi  
CI  Teknik 
3 	Annat (ange  vad)  

• Marknadsföring  
O Forskning och utveckling  
• Produktion  och underhåll  
O Ekonomi  
3 	Annat (ange vad) 

9. Ange ert företags huvudsakliga 
verksamhetsområde:  

10. Ange andel av  total  omsättning som 
härrör från ovanstående område:  

11. Ägande och ledningsförhållande. Ange 
vilken kategori ditt företag tillhör:  

3 	Snickerier (dörrar, fönster, köksutrustning, 
trappor,  mm) 

3 	Prefabricerade småhus  

O Annan verksamhet (ange största delverksamhet) 

• Familjeägd,  en person  beslutar (mer än  50%  av 
aktierna ägs av  en  familj.  VD,  som tillhör familjen,  
har  totalt ansvar för ledningen av företaget) 

• Familjeägd, flera personer beslutar  (VD  och annan 
persordandra personer, som alla tillhör familjen, 
delar ansvaret för ledningen av företaget) 

• Familjeägd,  VD  ej från familjen  

O Annat 



3 4 5 

ET 3 3 
3 3 3 
n  3 3 

3 3 3 
3 
n 

3 
n  

3 

3 3 
3 3 71 

3 3 3 

3 3 3 

3 3 3 

Appendix 4 	 1(5) 
The Questionnaire in English 

Survey of Swedish Joinery and Prefab Companies()  
Section 1 

First, we would like to understand your feelings and evaluations in three areas; a) aspects of your work 
situation,  b)  your feelings concerning your industry and your firm, and  c)  your evaluation of how the 
market perceives your firm's market position. Please read each of the following statements and check the 
appropriate category. The categories are: 

Strongly 	 Disagree 	 Neither Agree 	Agree 	Strongly 
Disagree 	 Nor Disagree 	 Agree 

1 	 2 	 3 	 4 	 5 

Strongly 	 Strongly 
Disagree 	 Agree 

In my work... 	 1 2 
I. 	I'm more involved in complex rather than simple problems 	  3 3 
2. I often deliberate hard and for long hours 	  3 3 
3. I think about small, daily projects rather than long-term ones 	  3 3  

4. I often have tasks that involves coming up with new solutions to everyday 
problems 	  3 3 

S. 	I often indulge in abstract thinking 	  3 3 
6. I'm content if a job gets done; I don't care about the how's and why's 	 3 3  

7. I usually end up deliberating about issues even when they do not affect me 
personally 	71 

8. I ponder, even about routine tasks 	  3 3 
9. I let things happen rather than try to understand why they turned out that 

way 	  3 3 

understand or control 	  3 El  n  El  ro  
4. I have difficulties influencing what happens inside my firm 	  3 3 

5. it is unwise to draw strategic plans. Many things are beyond the firm's 
control anyhow 	  3 3 

6. when I make plans, I am almost certain to make them work 	  3 3 
7. I can learn almost anything if I set my mind to it 	  CI 3 

8. I enjoy working in rapidly changing market conditions 	  3 3 
9. uncertainty around my firm reduces my ability to do my best as CEO. 

I would be better off in a more stable environment 	  n  3 
10. I often get annoyed when unforeseen events upsets my planning 	 3 31 
11. I like challenges that come from uncertain market conditions 	  3 3 

© Copyright. May not be copied/used without written permission from the author 

Regarding our industry and my firm, I generally feel that... 
1. getting ahead largely means being at the right place at the right time 	 3 3 
2. becoming successful is a matter of hard work; luck has little or nothing 

to do with it 	  3 3 
3. for the most part, my firm's success is controlled by forces too complex to 

3 El El 

3 3 3 
3 El  EJ  
El El 3 

3 CI 3 

3 1 3 
1 3 13 
3  n  3 



	

Section 1 (cont'd) 	 2(5) 
Strongly 	 Strongly 
Disagree 	 Agree 

	

On the market we are known as a company that... 	 1 2 3 4 5 

1. often are first to introduce innovative products 	  3 3 3 3 3 
2. command a higher price than our competitors 	  3 3 3 3 3 
3. have distinctive products with supreme quality 	  3 3 0  n n  
4. provide good value by having low prices 	  3  Ei  3 3 3 
5. run a no-frills operation 	  3 3 3 3 3 
6. emphisize keeping costs at a minimum 	  3 3 3 El 3 

7. serve a wide variety of customers 	  3 3 El 3 3 
8. focus on a specific, clearly defined, customer group 	  3 3 3 3 3 
9. purposely keep a narrow range of products 	  n  Ei Ei  3 3 
10. often make products tailored to individual customers needs 	  13 3 3 3 3 

Section 2 
Next, we would like you to share your experiences with us. Below there are several statement that are 
typical for CEOs in  finns  simular to your own. Please indicate how frequent you have experienced these 
situations since 1992 or since you became CEO if that occured later. Read each of the following 
statements and check  the appropriate category. The categories are: 

Never 	Happened 	Happened 	Happened 	Happened 
Happened 	Rarely 	 Sometimes 	Frequently 	All The Time 

1 	 2 	 3 	 4 	 5 

Never 	 Happened 
Happened 	 All The Time 

During the last two years (or since I became CEO) I have... 
1. felt that I was working toward unreachable goals 	  
2. had to deal with significant uncertainty in the market facing my firm 	 
3. thought that the amount of work I had to do interfered with how well it 

was done 	  

4. felt that I was having difficulty in balancing the conflicting demands of my 
family and my job 	  

5. thought that I was doing things against my better judgement 	  
6. felt that I had little control over tasks that I had to perform 	  

7. had to depend on people who were unmotivated and/or unreliable 
8. felt that our industry offers few prospects for the future 	 
9. had to deal with competitors who were too aggressive 	 

1 2 3 4 5 

3 3 3 3 [71 
l3 3 3 3 3 

Ei 	Ei 3 3 0 

3 3 3 El 3 
71 3 3 3 3 
3 3 3 3 3 

3 3 3  Ei  El 
3 3 3 3 3 
[1113 El 

10. had to deal with indifferent and cold customers 	  
11. felt that government regulations were changing too rapidly 	  
12. wondered if I am doing the right things to obtain profitability in the future 	 

n  El 3 3 1 
El 3 3 3 3 
3 3 3 El 3 



	

Section 3 	 3(5) 
In this section we would like to ask you some questions about your organization. Specifically, we are 
interested in what actually happens in your firm rather than what you want to happen. Please read each of 
the following statements carefully and check the appropriate category. You may use the middle category 
if you are unable to decide between the options given in a statement. The categories are: 

Never 	 Happens 	 Happens 	 Happens 	Happens 
Happens 	 Rarely 	 Sometimes 	Frequently 	All The Time 

1 	 2 	 3 	 4 	 5 

Never 	 Happens All 
Happens 	 The Time 

In our company... 
1. we give more importance to work procedures than work results 	 
2. we are more concerned with how we do things than that things get done 
3. employees are rewarded more for their efforts than their achievements 	 

4. we regard peoples private lives as their own business 	  
5. we worry more about work that needs to be done rather than the people 

who do them 	  

6. I involve my employees when making important decisions 	 
7. I make it my business to monitor key activities in my firm 	 
8. I'm a hands-off manager; I only interfere in what my employees do if 

something is going out of hand 	  
9. I share important information with my employees 	  

10. people speak their mind freely 	  
11. employees co-operate and trust each other 	  
12. all employees are needed at work, otherwise work easily piles up at the 

absent person's workplace 	  

13. when promoting and hiring people, job competence is more important than 
other considerations (e.g. personality and social background) 	  

14. people identify themselves more by the type of work they do rather than 
by the company 	  

15. everybody acts cost-consciously 	  
16. we keep meeting times punctually 	  
17. when making important decisions, we rely more on hard facts than on 

personal judgements 	  

18. we regard customer satisfaction as more important than short term 
profitability 	  

19. before adapting to needs and desires of individual customers, we consider 
their impact on organizational efficiency 	  

20. people are rewarded more for creating customer value than for producing 

21. when it comes to it, we regard a satisfied customer as more important than 
a satisfied employee 	  

22. we put much effort into the making of strategic plans 
23. we emphasize identifying the nature of a problem more than we do 

implementing means for solving this problem 	  nnionn 

3 3 3 3 3 

3 3 3 3  n  

24. we are more concerned with getting things done, than simply planning for 
them 	  

25. we develop a carefully elaborated plan before taking any action 	 
11 1 3 3 CI 
El 3 3 3 3 

1 2 3 4 5 

71 3 3 3 3 
3 3 3 3 3 
3 3 3 3 

171  EJ  3 3 3 

3 3 3 El 3 

3 El 3  EJ  3 
3 3 3 13  EJ  

3 3 3 3 3 
3 3 3 3 3 

El 3 3 El 3 
3 rl 3 3  EJ  

El 3 3 El 3 

3 3 3 3 3 

El 3 3 3 3 

3 3 3 3 3 
n  3 3 fJ 3 

71 3  EJ  3 3 

13 3 3 El 3 

3 3 3 3 El 
cost efficiency 	  nonnn 



Section 4 	 4(5) 
In this section we are interested in your views about how the market environment facing your company 
has changed since 1992 (or when you became CEO, which ever happened later). Please read each of the 
following statements and check the appropriate category. The categories are: 

Decreased 	Decreased 	No Significant 	Increased 	Increased 
Dramatically 	Significantly 	Change 	Significantly 	Dramatically 

1 	 2 	 3 	 4 	 5 

Decreased Increased 
Dramatically Dramatically 

1 2 3 4 5 

3 7) 3 3  EJ  
 	EJ  [71 3 0 3 

EJ EJ  3 3 3 

0 3 3 3 3 
 	11 3 3 3 3 

3  EJ  1 3 3 

0  EJ EJ  3 3 
3 3 3 3 3 

3 3 71 3 3 
3  	3 3 3 3 
El 3 3 3  EJ  

EJ  3 3 3 3 

Comparing today's market with 1992's (or when you became CEO),... 
1. the predictability of demand for our products has 	 
2. my knowledge about factors behind customer preferences has  
3. my ability to identify profitable customer segments has 	 

4. my firm's ability to respond to competitors actions has 	 
5. my knowledge about the competitors' strengths and weaknesses has 
6. the intensity of competition in our market segment has 	 

7. my firm's dependance on our suppliers has 	  
8. my firm's dependance on modern production technology (machinery, 

computers, etc) has 	  

9. uncertainty about government regulations in our industry has 	 
10. uncertainty about the level of government subsidizes in our industry has 
11. uncertainty about the national economy's long-term development has 	 

12. taken all factors together, my understanding about the factors that 
contribute to our success in today's market environment has 	 

Section 5 
Finally, we would like you to supply background information about yourself and the company. This is 
for classification purposes only, and the material is, as explained previously, treated confidentially. 
Please read each of the following statements and check the appropriate category. The categories are: 

Much Below 	Below 	 At the 	 Above 	Much Above 
Average 	Average 	 Average 	 Average 	 Average 

1 	 2 	 3 	 4 	 5 

Much Below 	Much Above 
Average 	 Average 

Looking at the present and comparing with our present competitors... 	1 2 3 4 5 

1. our profitability is 	  
2. our level of customer satisfaction is 
3. our growth in sales is 	  
4. the growth of our market share is 	  33000 
5. our productivity is 

Thinking back to 1992 and compared to our competitors at that time... 
6. our profitability was 	  
2. 	our level of customer satisfaction was 	  
8. our growth in sales was 	  
9. the growth of our market share was 	  
10. our productivity was 	  

0 3 El 3 1 
0 3 3 3 3 
3 3 3 3 0 

3 0 3 3 0 

13 3 3 0 71 
CI 3 3 3 3 
13 3 3 3 0 
3 0 3 3 3 
3 3 ZI 3 0 



Section 5 (cont'd) 	 5(5) 

Below we would like you to fill in the blanks or check the appropiate category. Please check only one of 
the categories. 

years 1. Your age: 

2. Your gender: 3 
3 

3. Your highest level of education: 3 
3 
3 
3 
3 

4. Field where you have your main 3 
education: 

3 

5. Business function where you have 3 
your major experience from work: 3 

3 
3 

6. Number of years you have 
been working for this firm: 

7. Year when you became CEO 
for this firm: 19 

8. Also considering experience from 
other firms; indicate your total 
CEO experience in years: 

9. Please indicate your company's 
main area of business: 

3 

3 
3 

10. Indicate the percentage of your 
turnover originating from the 
above area: 

11. Ownership and management. 3 
Indicate what category your firm 
belongs to: 

3 

3 

3 

Male 
Female 

Primary School/Secondary School 
Vocational School/High School (2 years) 
High School (3 years) 
Collage/University 
Other education 
(Please specify) 

Business 
Engeneering 
Other (please specify) 

Marketing 
Research and Development 
Manufacturing and engeneering 
Accounting and finance 
Other (please specify) 	 

years 

years  

Joinery and carpentry manufacturing (doors, windows, 
kitchen equipment, stairs, etc.) 
Prefabricated small houses 
Other products (please indicate largest product area) 

Family owned, one person in control (more than 50% of 
the shares is owned by one family . CEO, part of the 
family, are in total control of management decisions) 

Family owned, multiple persons in control (CEO and 
other person/persons, all part of the family, share the 
management duties) 

Family owned, CEO external to family 

Other 



Appendix 5 
Demographic Profile of the Responding CEOs in Part II and III (N=139) 

Gender 

Male 
Female 

Education 

High School 
High School 
Collage/Univ. 

98.6% 
1.4% 

19.0% 
52.6% 
28.4% 

Age 

- 29 
30 - 39 
40 - 44 
45 -49 
50 - 54 
55 - 

Major Work 
Experience 

0.0% 
8.6% 

14.4% 
31.0% 
25.1% 
20.9% 

Area of Education 
Marketing 29.5% 

Business 29.5% R&D 0.7% 
Engineering 53.0% Manufacturing & 
Other areas 17.4% Engineering 33.8% 

Accounting & 
Firm Tenure Financing 12.9% 

Other areas 23.0% 
-4 10.1% 

5- 	9 17.2% CEO Tenure 
10 - 14 17.3% 
15 - 19 16.6% -4 10.1% 
20 - 24 20.8% 5- 	9 29.6% 
25 - 18.0% 10 - 14 21.6% 

15 - 19 223% 
20 - 15.8% 



Appendix 6 
Scale Items Utilized for the Various Measures of the Study 

Dimension 	Sub-Dimension/Operational Item 

Firm 
Orientations Internal -- Market 

Mean: 2.98 	a: 0.67 
	

a: 0.10 

In our company... 
before adapting to needs and desires of individual customers, we consider their 
impact on organizational efficiency 
when it comes to it, we regard a satisfied customer as more important than a 
satisfied employee 

Implementation -- Planning 
Mean: 2.90 	a: 0.34 	a: 0.38 

In our company... 
we put much effort into the making of strategic plans 
we emphasize going to the bottom with the cause of a problem more than we do 
implementing means for solving this problem 
we develop a carefully elaborated plan before taking any action 

CEO 
Characteritics Self- Efficacy 

Mean: 3.98 a: 0.32 	a: 0.63 

Regarding our industry and my firm, I generally feel that... 
becoming successful is a matter of hard work; luck has little or nothing to do 
with it 
for the most part, my firm's success is controlled by forces too complex to 
understand or control* 
I have difficulties influencing what happens inside my firm* 
it is unwise to draw strategic plans. Many things are beyond the firm's control 
anyhow* 
when I make plans for my firm, I am almost certain to make them work 
I can learn almost anything if I set my mind to it 

Need for Cognition 
Mean: 	3.46 	a: 0.56 	a: 0.44 

In my work... 
I think about small, daily projects rather than long-term ones* 
I often have tasks that involves coming up with new solutions to everyday 
problems 
I often indulge in abstract thinking 
I'm content if a job gets done; I don't care about the how's and why's* 
I usually end up deliberating about issues even when they do not affect me 
personally 
I ponder, even about routine tasks 
I let things happen rather than try to understand why they turned out that way* 

Tolerance for Ambiguity 
Mean: 3.37 	a: 0.20 	a: 0.54 

Regarding our industry and my firm, I generally feel that... 
I enjoy working in rapidly changing market conditions 
uncertainty around my firm reduces my ability to do my best as CEO* 
I often get annoyed when unforeseen events upsets my planning* 
I like challenges that come from uncertain market conditions 

* This item was reverse-scored before conducting the analysis 
Mean, a and a apply only to part II and III. 



Appendix 7 
Operational Items, Reliability, and Factor Loadings of Strategic 

Dimensions 

Strategy 	Reliabilitya 	Factor 	Operational Item 
Dimension 	 Loadingb  

On the market we are known as a 
company that... 

Differentiation 	0.62 	0.54 	often are first to introduce innovative 
products 

0.52 	command a higher price than our 
competitors 

0.56 	have distinctive products with supreme 
quality 

Cost 
effectiveness 	0.59 	0.59 	provide good value for money by 

having low prices 
0.47 	run a no-frills operation 
0.58 	emphisize keeping costs at a minimum 

Focus 	 0.72 	0.62 	serve a wide variety of customers* 
0.74 	focus on a specific, clearly defined, 

customer group 
0.58 	purposely keep a narrow range of 

products 

* This item was reverse-scored before conducting the analysis 
a This is Cronbach's alpha reliability estimated from intercorrelations of operational 

items  
b  This is the oblique rotated dominant factor loading. Cross-loadings were generally 

marginal (<0.20). Only item 2 on differentiation had a high cross-loading (- 0.39 on 
cost effectiveness). Correlations between the dimensions were low (-0.17 to 0.10). 



Appendix 8 
Demographic Profile of the Responding CEOs in Part IV (N=156) 

Gender 

Male 
Female 

Education 

High School 
High School 
Collage/Univ. 

98.7% 
1.3% 

16.7% 
57.7% 
25.6% 

Age 

- 29 
30 - 39 
40 -44 
45 - 49 
50 - 54 
55 - 

Major Work 
Experience 

0.0% 
9.0% 

12.8% 
30.1% 
27.6% 
20.5% 

Area of Education 
Marketing 32.1% 

Business 28.2% R&D 0.6% 
Engineering 57.1% Manufacturing & 
Other or N/A 14.7% Engineering 35.9% 

Accounting & 
Financing 12.2% 

Firm Tenure Combinations/ 
other areas 19.2% 

-4 10.9% 
5- 	9 21.2% CEO Tenure 

10 - 14 16.0% 
15 - 19 15.4% -4 22.4% 
20 - 24 18.6% 5- 	9 31.4% 
25 - 17.9% 10 - 14 20.6% 

15 - 19 16.0% 
20 - 9.6% 


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145
	Page 146
	Page 147
	Page 148
	Page 149
	Page 150
	Page 151
	Page 152
	Page 153
	Page 154
	Page 155
	Page 156
	Page 157
	Page 158
	Page 159
	Page 160
	Page 161
	Page 162
	Page 163
	Page 164
	Page 165
	Page 166
	Page 167
	Page 168
	63LIC.pdf
	Page 1

	63LIC.pdf
	Page 1




